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PREFACE 


U NDERTAKEN AS AN EXPOSITION OF THE 
London Passenger Transport Bill, the 
present volume has evolved into a Study of the 
management of publicly owned industries gener- 
ally and an examination of the wider aspects of 
the British transport problem. 

It has been well to let the pen take its own 
course in this way. The elements of the London 
passenger transport problem are not fundament- 
ally different from those of the more serious and 
complicated national problem. They lend them- 
selves to more simple exposition and are, perhaps, 
more readily understood by the average reader. 

The nature of the transport situation in the 
i, 800 square miles of the London traffic area and 
the historical background ate discussed in the 
firSt three chapters. The reader who is not a 
Londoner is advised not to regard these chapters 
as of metropolitan significance alone: they will 
help him to understand the economic contro- 
versies of the later chapters. 

Chapters IV, V, and VI, while drawing in part 
from the fafits of the London problem, are really 
an examination of conflidting economic dodrines 
as to transport organisation generally, the last 
mentioned chapter dealing specifically with the 
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Salter Report and the British transport problem 
as a whole. 

Chapters VII, VIII, IX and X deal (I hope in a 
realistic and praftical way), with the political, 
legislative, administrative and managerial prob- 
lems of the socialisation of industry — matters 
which have received far too little concrete con- 
sideration. They are in part the fruit of the 
praftical experience of the author as a Minister 
and municipal administrator, correfting and ad- 
vancing ideas formulated in many years of close 
thinking upon the whole subjeft. It was an 
experience of great value to produce the London 
Passenger Transport Bill, a definite and com- 
plete scheme for the socialisation of a wide variety 
of complex industrial undertakings — more com- 
mercial and diverse in charafter than those which 
had previously been the sub j eft of public owner- 
ship plans. 

Chapters XI, XII, and XIII are concerned with 
the position of the workers in socialised indus- 
tries, a matter of which much will be heard as 
socialisation proceeds. 

The finance of socialisation, particularly in 
respeft of the compensation of expropriated 
private owners, is considered in Chapter XIV. 

The volume finishes with a somewhat specula- 
tive chapter (XV) entitled, “ Supreme Economic 
Control in the Socialist State,” giving a genera] 
pifture of the economic and administrative 
mechanism of the British Socialist Commonwealth 
which the author desires to see established, 
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Besides being read by those who are interested 
in the industrial future of Great Britain generally, 
the author trusts that the book will commend 
itself to aftive workers in the transport industry — 
whether in the operative, technical, or managerial 
grades; to those interested in or concerned with 
public administration; and to those who realize 
that as the policy of socialisation becomes 
“ practical politics,” the more necessary it is for 
that policy to be handled as a matter of sound 
public business organisation. It has been the 
author’s endeavour to get to grips with the 
“ brass tacks ” of socialisation. It is for the 
reader to judge whether he has succeeded. 

The present work is in no way a legal text-book 
on the London Passenger Transport Bill, although 
it seeks to expound the “ philosophy ” and policy 
behind the Bill. At the date of writing this Pre- 
face, the Bill has not become an Aft, but it is 
well on the way, having passed all its Stages in the 
House of Commons, received a Second Reading 
in the House of Lords without a division (a 
motion to refer the Bill in its financial aspefts to 
a Seleft Committee being defeated by 155 votes 
to 13), and completed its Committee and Report 
Stages in that House. Further material altera- 
tions to the Bill are not likely to be made; it is 
expected to come into force on July 1, 1933. 
In the main, the book deals with the Bill as it 
left the Joint Seleft Committee of Lords and 
Commons on July 30th, 1931, after which the 
present writer had no responsibility for the 
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measure. In so far as alterations of substance have 
since been made in the Bill, they are indicated. 


The author desires to express his sincere 
gratitude to a number of people who have 
assisted him in his task. Heavily occupied as he 
has been with public affairs, the writing of the 
book has been a spare time occupation; in the 
preparation of the manuscript and the passing of 
proofs he has received assistance of great value and 
extent from Miss E. M. Donald in her spare time. 
Mr. W. J. Barnett has devoted many hours to the 
checking of the MS. and the proofs. The follow- 
ing, among others, have been through the proofs 
and made valuable suggestions : Mr. John Cliff, 
Mr. D. H. Daines, Mr. Charles Latham, and 
Mr. G. R. Strauss. The author alone, however, 
is responsible for the opinions contained in this 
book and the policies it expounds. 

H. M. 


London, 

March , 1933 . 
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SOCIALISATION AND 
TRANSPORT 

CHAPTER I 
Historical 

B efore we examine the London passenger 
transport problem of to-day, it will be as 
well for our minds to be in possession of the 
broad lines of the evolution of our travelling 
facilities. We shall find the Story to be one of 
small and disconnected beginnings, leading up to 
an increasing degree of consolidation and larger 
and larger units of operation. This fundamental 
characteristic of London transport is important, 
for it has a bearing on the whole basis of the 
London Passenger Transport Bill, and, indeed, 
the whole national problem. 

§ Steam Railways 

The evolution from small things was even true 
of the surface Steam railways. The first half of 
the nineteenth century witnessed the rapid, if 
somewhat unco-ordinated, development of the 
British railway system. In London, the first 
railway was the London and Greenwich Railway, 
the construction of which Started in 1834, the 
railway being in part open for traffic in 1836. It 
was no doubt regarded by Londoners at that time 
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as an event of great and even Startling importance. 
Yet to our twentieth century minds the construc- 
tion of a surface Steam railway from London to 
Greenwich seems childish. Subsequently, in 
London and its environs, other railways of com- 
paratively limited length were built. The Stations 
were placed fairly close to each other; in all 
probability the trains Stopped at all of them; and 
we can imagine that their average speed, includ- 
ing Stops, was pretty poor. Following the Steady 
removal of the population from the central Lon- 
don areas, a number of these Stations have been 
put out of use for passenger traffic, or are used 
very little because the tramway and the omnibus 
have almost wiped out the short distance traffic of 
the main line railways. 

Steadily, however, the mileage of railway 
routes increased, amalgamations of the separate 
companies were arranged, and by the end of the 
last century we could reduce the main line railway 
systems having termini in London to the follow- 
ing list: 

(i) London, Tilbury and Southend Railway 
(Fenchurch Street). 

(а) Great Eastern Railway (Liverpool Street). 

(3) Great Northern Railway (King’s Cross). 

(4) Midland Railway (St. Pancras). 

(5) London and North Western Railway 
(EuSton). 

(б) Great Central Railway (Marylebone). 

(7) Great Western Railway (Paddington). 
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(8) London, Brighton and South CoaSt Rail- 
way (Victoria and London Bridge). 

(9) South Eastern Railway (Charing Cross, 
Cannon Street, and London Bridge). 

(10) London, Chatham and Dover Railway 
(Victoria, Holborn Viadudt, and St. Pauls). 

(11) London and South Western Railway 
(Waterloo). 

But this degree of consolidation was not re- 
garded as sufficiently complete, either by the 
State or by the most progressive minds in the 
railway service. By the end of the war the old 
and almost universally accepted doctrine of com- 
petition — which we shall examine later — had be- 
come widely discredited in the world of trans- 
port. The Railways Aft of 1921 was passed; 
and it is interesting to observe that the Minister 
of the Coalition Government responsible for the 
Bill was Sir Eric Geddes, the first Minister of 
Transport, formerly General Manager of the 
North Eastern Railway. Under the Railways 
Act, 1921, the railways on' the list given above 
were, by 1923, further merged into the four 
amalgamated railway companies of to-day. The 
Great Eastern, the Great Northern, and Great 
Central ate now part of the London and North 
Eastern Railway; the London Tilbury and 
Southend, the Midland, and the London and 
North Western have become merged in the 
London Midland and Scottish Railway; the 
London Brighton and South CoaSt, the South 
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Eastern, the London Chatham and Dover, and the 
London and South Western have lost their 
familiar nineteenth century identities in the 
Southern Railway system. Alone the Great 
Western Railway preserved its name subsequent 
to the great amalgamations required by the Act 
of 1921. It is a far cry from the London and 
Greenwich Railway to the present Southern 
Railway’s 307 route miles of electrified services 
in the London suburban area. 

In these days of a built-up London extending 
between 10 and 15 miles from Charing Cross, ana 
a Statutory traffic area radiating 25 miles, it is 
surprising to find that in the early days of the 
construction of London railways the great in- 
crease of passenger traffic which was to follow 
was not foreseen. It was to the conveyance of 
goods that special importance was attached. In 
these circumstances the view was taken that it 
was undesirable to interfere with valuable pro- 
perty in central London, and possibly to InfliCt the 
discomfort of the smoke and noise on the citizens 
by bringing railways right into the centre. The 
main line termini, therefore, were placed outside 
the central area; apparently it was not thought 
that inconvenience to the travelling public would 
be caused thereby. It is true that subsequently 
some termini were permitted closer to the centre; 
Charing Cross Station is a case in point: the 
same Charing Cross Station of which the siting 
was one of the main points of controversy in 
connexion with the Charing Cross Bridge Bill 
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with which I had a great deal to do during my 
period of office as Minister of Transport, 1929-31. 
Keeping the railway termini out of the central 
area was evidently part of a deliberate policy, for 
the Royal Commission on Metropolitan Railway 
Termini, which was appointed in 1846, came to 
the conclusion that the proportion of short dis- 
tance passengers carried by the main lines was 
small, and that the probable demand for accom- 
modation for short distance traffic would not 
justify the sacrifice of property, or the expenditure 
which would be involved in the placing of the 
termini in crowded centres. 

It is clear that at that time the great suburban 
traffics of the Southern Railway and the London 
and North Eastern Railway were not visualised. 
By 1855, however, only nine years afterwards, it 
was already realised that a new approach to the 
problem was necessary. In that year the House 
of Commons appointed a Seledt Committee to 
enquire into the State and condition of the several 
communications to and in the Metropolis. The 
Committee recommended the connexion of the 
railway termini in London by a railway which 
would also serve the docks, the river, and the post 
office. It is apparent that the Committee was 
impressed with the need for improving urban 
ana suburban traffic facilities. 1855 also saw 
the beginnings of the Metropolitan Railway, 
which was destined in some degree to carry 
out the recommendations of the Select Com- 
mittee. In 1 85 3 authority was given for a railway 
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to be conflruCted connecting Paddington Station 
in the West with Farringdon Street in the City: 
again, a very modefl beginning. It was provided 
that the railway should be laid in open cutting 
where possible, and underground where this was 
impracticable. 1863 saw toe line open; it was, 
of course, a fleam railway. 

Various promoters presented to Parliament a 
number of separate schemes in 1863 for the con- 
flruCtion of a number of separate London rail- 
ways. A SeleCt Committee of the House of 
Lords, which was appointed to consider the 
queflion of Metropolitan railway communication, 
recommended among other things : 

(1) That underground railways should be pre- 
ferred within the Metropolis. 

(2) That there should be a line of railway on 
the eafl of the Metropolis connecting the 
railways north and south of the Thames. 

(3) That additional railway communication 
was needed in the densely populated parts 
of the Metropolis and between the main 
lines. 

(4) That a line such as that now known as the 
“ Inner Circle ” was desirable. An “ Outer 

v Circle ” railway was also recommended. 

(5) That every syflem of internal railway com- 
munication for the Metropolis should be 
under one management. 

The Inner Circle was not completed until 1884 

6 


HISTORICAL 


— the process being of a “ bit by bit ” character — 
although it was recommended by the Select 
Committee of 1863. Despite the significant fifth 
recommendation of the Lords 5 Seledt Committee 
of 1863, the Inner Circle even now is owned and 
worked by two companies: the Metropolitan 
DiStrifl for the southern arc and the Metropolitan 
for the northern arc. From time to time railway 
branches have been conStru&ed into the outer 
diStri&s. 

§ Tube Railways 

The next chapter of London underground 
railway development which it is appropriate for 
us to notice was the adoption of the system 
known as the “ tube 55 railway, the rails being laid 
in an iron-lined deep-level tube; and in this 
connexion we may be thankful for the Stratum of 
clay which underlies London. The deep level 
tube involves less interference with property than 
the shallow railway and does not require its pur- 
chase, so that on this account it is less coStly; 
from the beginning, with the small exception 
mentioned below, it has always necessarily been 
worked by ele&ricity, and here it may be noted 
that juSt as clc&ricity made possible the deep- 
level tube railway, so eleftrification is to-day de- 
sirable for the purpose of brightening and ex- 
pediting the main line railways. Here again the 
distances were at first short and the units of 
management small. The old City and South 
London Railway from the Bank to Stockwell 
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(after first Starting as a cable railway from King 
William Street to London Bridge) was the first 
of the tube class, being authorised in 1884 and 
opened for traffic in 1890. The second ran from 
the Bank to Shepherd’s Bush — the Central Lon- 
don Railway (the old Twopenny Tube), receiving 
Parliamentary sanction in 1891 and opening for 
traffic in 1900. Nobody thought at that time of 
providing through-running on the two railways 
or even of special facilities for the interchange of 
traffic. From the small and isolated beginnings 
of the Metropolitan Railway from Paddington 
to Farringdon Street, and the City and South 
London Railway from Stockwell to the Bank, the 
vast underground system of the Metropolis has 
evolved. There are Still diStri&s in London which 
complain that they have no tube; and there is 
Still very little abtual physical connexion with the 
suburban services of the main line; but over 
considerable areas to the far west and the far 
north, and now as far south-weSt as Morden, 
Wimbledon and Richmond, the underground 
railways carry their millions of passengers, 
whilst to the east there is a line running through 
Stepney to Barking. The East London Railway 
has -a foolishly incomplete line from Shoreditch, 
connecting the Inner Circle with New Cross; 
the Bakerloo is proposing to creep from the 
Elephant and CaStle to Camberwell Green; 
and the Southern Railway has its baby tube 
railway from Waterloo to the Bank. As illus- 
trating the complicated expedients so often in- 
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volved in attempts at co-operation under com- 
petitive conditions, the Story of the EaSt London 
Railway is worth telling. Promoted as a separate 
undertaking, its capital being issued to the public, 
the line was then leased to six companies: the 
old South Eastern Railway, the London Chatham 
and Dover Railway and the London Brighton and 
South CoaSt Railway on the south; the Great 
Eastern Railway, the Metropolitan Railway and 
the Metropolitan District Railway on the north. 
The 1921 amalgamations reduced these main line 
companies to two, and of the four companies 
the Southern represents a half interest in the 
whole lease, but subsequently purchased the whole 
undertaking. So far as passenger traffic is con- 
cerned, it has been arranged that the Metro- 
politan works the line. 

The total length of underground railway lines 
(including the Metropolitan) open at the begin- 
ning of 1933 was 132 route miles as compared 
with 109 miles in 1913. Unfortunately, a large 
proportion of these lines commenced their lives 
as separate and independent undertakings, the 
result being that, in many cases, the change from 
one underground railway to another involves 
considerable walking underground or even, in 
the case of Holborn and British Museum Stations, 
coming to the surface and crossing a busy 
thoroughfare; these two Stations, complete with 
escalators, will become one, however, before the 
close of 1933. Gradually and by all sorts, of 
methods the tube railways, together with the 
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Metropolitan DiStrift Railway (except the Great 
Northern and City 1 and the Waterloo and City), 
came under one control, and to-day the City and 
South London, the Central London, the London 
Ele&ric Railway and the Metropolitan DiStrift 
Railway form the underground group of railways 
under Lord Ashfield ; the same group, as we shall 
see, controls nearly all the omnibuses of London, 
and the same management operates the company 
tramway and trolley bus services in outer Lon- 
don; for it should be noted that the London 
United Tramways have converted 16 miles of 
tramways to trolley buses and constructed one 
additional mile of trolley bus route. 

The organization of the London Traffic Com- 
bine, however, is a complicated business, as the 
chart (reproduced on page n) submitted by Sir 
William McLintock to the Joint Seledt Committee 
on the London Passenger Transport Bill (May 
19th, 1931, page 205) shows. 

The only underground railways which are not 
under the control of Lord AshfieldY group are 
the Great Northern and City, which is operated 
and owned by the Metropolitan Railway Com- 
pany, the Metropolitan itself, and the Waterloo 
and City Railway of the Southern Railway. 
Despite the great growth of the underground 
railways, however, their route mileage is Still only 
132, if the whole of the Metropolitan Railway is 

1 The Great Northern and City Railway (now owned by the 
Metropolitan) from Finsbury Park to Moor^ate, was constructed of 
a size to permit main line trains to pass into it direct from the 
Great Northern Railway. 
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included, as compared with about 900 miles of the 
four amalgamated railway companies in the Lon- 
don traffic area. 

As with the surface railways, so with the under- 
ground railways: the Story is one of small and 
independent beginnings culminating in an in- 
creasing degree of unification and consolida- 
tion. We have seen, however, that the cost and 
difficulties of consolidation have been sadly in- 
creased as the result of these independent begin- 
nings, it being significant to observe in this 
connexion that it is only in recent years that the 
tube railways have made clean runs through 
London from north to south. And even now 
the Central London Railway finishes its run at a 
dead end at Liverpool Street. 

§ Tramvajis 

It is perhaps a little surprising to find that the 
Street tramway in London was not authorised until 
thirty-three years after the first surface railway 
was opened, six years after the first sedition of the 
Metropolitan Railway had been opened, and 
fourteen years after it was sanftioned. 1 It was 
the North Metropolitan Tramway Company 
which fir§t obtained Parliamentary powers to con- 
struct a London tramway in 1 869. It will perhaps 
be interesting to the many motorists who curse 

1 It would appear that in 1861 tramways were operated for a short 
time without Parliamentary powers to run, e.g., Bayswater Road 
between Netting Hill Gate and Marble Arch ; Westminster Palace 
Hotel to Viftoria Station; Westminster Bridge to Kennington 
Park. 
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tramways to know who Slatted the trouble and 
when! It is the same Story of a small and inde- 
pendent beginning oyer again, for the route 
authorised was for the now absurd distance from 
Whitechapel to Bow. In various parts of the 
County of London between 1870 up to the 
establishment of the London County Council in 
1889, other companies obtained powers; they 
included the London Street Tramways Company, 
the London Tramways Company, and the South 
London Tramways Company. 

The newly established London County Coun- 
cil, with its socialistic Progressive majority, soon 
came to the general conclusion to own, conStruCt, 
and work all the tramways in its area. It there- 
fore purchased the company undertakings as 
opportunities arose and the Council has itself 
built many additional miles of route. It was 
responsible for the electrification of the whole 
system under its ownership in the early part of 
the present century. 

Outside the County some eight local authori- 
ties own and work their tramways; the Middle- 
sex and Hertford County Councils, Leyton 
Borough, and Barking Borough own but do not 
work them; other systems in extra London ate 
owned and worked by companies associated with 
the Underground Group. With the exception of 
Ilford, it is true to say that wherever it is practic- 
able through running agreements exist between 
the London County Council and the other under- 
takings: indeed the undertaking of the Leyton 
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Corporation is actually worked and managed by 
the London County Council. There are under- 
takings, such as those of the Bexley Urban DiStridfc 
Council and the Erith Urban DiStridt Council, 
over whose lines it is impossible to arrange 
through running owing to physical difficulties. 

The total route miles of the Greater London 
municipal tramways at the beginning of 1931 
were 276. The route mileage of the London 
United, Metropolitan Eledlric and the South 
Metropolitan Companies totalled 69, giving us a 
tramway grand total of 345. 

§ The Omnibus 

Having regard to the economic outlook of the 
time, omnibuses had a relatively substantial be- 
ginning. The London General Omnibus Com- 
pany (we will call it the L.G.O.C.) — a very 
different institution from the present concern- — 
was founded, curiously enough, at Paris in 1855, 
and its London horse omnibuses began to 
operate in 1856, in which year its daily average 
of vehicles was 450. 1862 saw the daily vehicle 
average up to 602, the company carrying 
42,768,248 passengers in that year at an average 
fare of over 3 fa. The horse omnibus fleet 
operated by the L.G.O.C. achieved its peak in 
1905 with 1,418 vehicles a day and a passenger 
journey total of 217,012,090 at an average fare of 
i>37«/. The company’s only serious competitor in 
the horse omnibus days was the London Road 
Car Company which Started to operate in 1880 
■ 14 ' ■ ■ . . 
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and which was working an average of 464 horse 
omnibuses daily by 1904. In 1903 it carried 
73,134,260 passengers. There were, of course, 
in the days of the horse bus many small owners 
catering for the public, but with mo§t of them 
the L.G.O.C. — even in those times, before Lord 
Ashfield was on the scene 1 — managed to come to 
some arrangement for the purpose of ensuring 
“ harmony and union in working.” But by the 
end of the century the road transport revolution 
began : mechanical Street trad'd on arrived. 1 can 
just remember with what childish wonderment I 
saw the rag-time procession of motor cars 
travelling (some of them not travelling !) through 
Brixton in the course of their procession to 
Brighton in the ^o’s, and I recall with what sense 
of adventure I first boarded the novelty motor 
bus which travelled from Brixton Church to 
Clapham Common. . . . 

London saw its first motor omnibus service in 
1897; eledlricity propelled it between Charing 
Cross and Victoria. The second motor bus 
service ran between Kennington and Oxford 
Circus in 1899; it was petrol-driven. The com- 
ing of the motor bus seems to have precipitated 
wider and more violent competition than had 
been the case in the horse bus days. The London 
Road Car Company commenced the motorisation 
of its fleet in 1902, whilst the London General 
Omnibus Company did not place its first motor 
omnibus in service until two years afterwards. 
Two new motor bus companies were formed: 

15 


SOCIALISATION AND TRANSPORT 

the London Motor Omnibus Company, which 
afterwards became the London Vanguard Com- 
pany in 1905, and the Great Eastern Motor 
Omnibus Company in 1906. By 1908 intense 
competition had broken out. It led to the racing 
and “ nursing ” of rival buses, the duplication of 
routes and many collisions. The unnecessary 
competition proved to be wasteful, the losses 
incurred having been put at over a quarter of a 
million. Competition was followed by negotia- 
tions for amalgamation between the L.G.O.C., 
the Vanguard, and the Road Car Companies, the 
amalgamation of these three concerns being 
effe&ed in the latter half of 1908, followed on 
January 1st, 1911, by the absorption of the Great 
Eastern Omnibus Company by the L.G.O.C. 
Apart from amalgamations, the L.G.O.C. by 
April, 1914, had secured working agreements 
with the following omnibus companies : 

Metropolitan Steam Omnibus Company (100 
omnibuses). 

Tramways (M.E.T.) Omnibus Company (350 
omnibuses). 

British Automobile Traftion Company (30 
omnibuses). 

New Central Omnibus Company (100 omni- 
buses). 

Associated Omnibus Company (5 3 omnibuses). 

Messrs. Thomas Tilling, Ltd. (150 omnibuses). 

Gearless Omnibus Company (10 omnibuses). 
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By this time, only the National Steam Car Com- 
pany, operating 137 steam omnibuses, was working 
without any arrangement with the L.G.O.C. ; in 
1919 it withdrew its omnibuses from the central 
area and in 1920 changed its name to the National 
Omnibus and Transport Company (now part of 
the Tilling Group). On October 25th, 1911, the 
last horse omnibus of the L.G.O.C. was with- 
drawn. From that time until the outbreak of war, 
there was a rapid increase in the number of 
London motor omnibuses, the total average of the 
L.G.O.C. and its associates at the outbreak of war 
being 3,085. Of these, 1,319 were taken by the 
War Office for war purposes; at the end of the 
war the L.G.O.C. and its associates were running 
about 2,000; but from that time there was a 
rapid increase, the L.G.O.C. average increasing 
from 2,437 ia I 9 ZI to 4,540 in 1930, the mileage 
of roads over which the Company’s omnibuses 
operated increasing in the same period from 685 
to 1,143. 

In the meantime, new complications arose. In 
August, 1922, London saw its first poSt-war in- 
dependent motor omnibus; immediately prior 
to that date the L.G.O.C. and its associates con- 
trolled the whole of the omnibuses operated in 
the Metropolis. The Independents, partly 
financed by motor manufacturers, involved a new 
complication for the L.G.O.C, which had, since 
its inception, taken such pains either to absorb 
or come to arrangements with rival undertakings. 
In addition to the amalgamations already men- 
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tioned, the following ceased separate existence: 
the Metropolitan Steam Omnibus Company 
(1914), the New Central Omnibus Company 
(1914), the Associated Omnibus Company (1918), 
the Gearless Omnibus Company (1922) — all 
absorbed and disappearing into the L.G.O.C. or 
the Tramways (M.E.T.) Company, working 
agreements existing with the Tramways (M.E.T.) 
Company, the South Metropolitan Electric Tram- 
ways and Lighting Company, the British Auto- 
mobile Tradtion Company, the East Surrey 
Tra&ion Company, the National Omnibus and 
Transport Company and Thomas Tilling, Ltd. 
And now the L.G.O.C. was faced with increasing 
competition from the Independents, particularly 
during 1923 and 1924. During part of 1924, 
the Independent omnibuses were increasing at 
the rate of some 20 buses a week. This competi- 
tion was embarrassing to the L.G.O.C. which 
retaliated by intensifying competition with a view 
to watering down the earnings of the Indepen- 
dents in order to discourage competition. We 
saw a recrudescence of “ nursing ” and racing, 
But the development was also embarrassing to 
the public interest from the point of view of 
congestion, regularity of service and, ultimately, 
the financial Stability of the transport services 
upon which the travelling public depended, quite 
apart from the danger to the Trade Union agree- 
ments which had been arranged between the 
well-organised Transport Workers’ Union and 
the L.G.O.C. 
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In 1924 the tramway -men Struck for better 
wages, and the omnibus workers Struck in sym- 
pathy. Whilst it was not officially admitted, part 
of the settlement conceding higher tramway 
wages which the then Labour Prime Minister, 
Mr. Ramsay MacDonald, arranged with the 
London County Council and the Combine, was 
that legislation should be passed restricting omni- 
bus operation in the London traffic area. A Bill 
drafted by the previous Conservative Govern- 
ment was introduced by the late Mr. Harry 
Gosling, Minister of Transport (whose memory 
is revered by Trade Unionists as the leader of the 
Thames watermen and the President of the 
Transport Workers’ Union), and became the 
London Traffic Aft on August 7th, 1924. It was 
supported by the London County Council, the 
London Traffic Combine, and the Transport and 
General Workers’ Union. It was opposed by the 
London Labour Party and nearly all the London 
Labour M.P.’s, who took the view that it was 
conferring a virtual omnibus monopoly on the 
L.G.O.C., its associated companies, and the 
Independents who had so far established them- 
selves, whereas we considered that the proper 
solution of the problem was on the basis of public 
ownership. The K& created the London and 
Home Counties Traffic Advisory Committee and 
gave powers to the Minister of Transport, after 
consultation with the Committee, either to pro- 
hibit or to reStriff the number of omnibuses ply- 
ing for hire in any Street in the City or the Metro- 
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politan Police DiStrift, or to limit the aggregate 
number of journeys which might be made in 
either dire&ion along any such Street by omni- 
buses plying for hire. 

From the point of view of preventing conges- 
tion and securing ordered services, undoubtedly 
the A& has done much good. Orders and 
regulations were promptly issued and have con- 
tinued to be issued from time to time. On 
December ist, 1925, the L.G.O.C. and its asso- 
ciated companies owned 4,373 omnibuses 
scheduled for operation and the Independents 
601, mailing a total of 4,974. This represented an 
increase of not less than 1,521 since April iSt, 
1923, of which the L.G.O.C. and its associates 
were responsible for over 964, and the Indepen- 
dents 557. The 601 omnibuses of the Indepen- 
dents of December iSt, 1925, were distributed 
among 197 different proprietors, many of them 
being one-bus firms. But when the position 
became pradically Stabilised under the London 
Traffic A£t 1924, the L.G.O.C. again resumed its 
policy of absorption until in December, 1930, 
only 54 Independent proprietors remained, own- 
ing about 200 omnibuses. Whereas, in Novem- 
ber, 1925, the Independents carried 12.96 per 
cent, of the omnibus passengers carried wholly 
or partly within a 10 mile radius of Charing Cross, 
by December, 1930, the Independents’ percentage 
had dropped to 544. 

It is a long Story, this Story of the London 
bus, but in many ways it is the moSt interesting 
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and conclusive of all. The bus lends itself moft 
easily to competition and small units of capital. 
The capital charges have, in a large number of 
cases, been rapidly paid off. Yet despite the ease 
with which the omnibus can be used as a com- 
petitive unit in transport, we see a persistent 
tendency in the industry itself and in public 
policy towards the London omnibus services 
being consolidated in one undertaking. 

§ Summary 

Having revealed the limited, disconnefted be- 
ginnings of a large number of separate transport 
undertakings, we can summarise the degree of 
consolidation of the various forms of London 
transport at the time the London Passenger 
Transport Bill was introduced as follows : 

1. Surface, subway, and tube railways; 

2. Tramways; 

3. Omnibuses; and at this point we muSt add 

the latent arrival 

4. Motor coaches. 

The development of the fourth need not be 
detailed, for it is within the recolleffion of all. 

Classified according to system of transport, the 
ownership of the various undertakings was distri- 
buted as follows : 
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1. Railways. 

4 Amalgamated Railway Companies. 

4 Railway Companies in the Underground 
Group. 

i Metropolitan Railway Company. 

8 Joint Lines. 

Total 17 

2. Tramways. 

13 Municipally owned. 

3 Company owned. 

Total 16 

3. Omnibuses. 

8 L.G.O.C. and Associated Companies. 
54 “ Independent ” proprietors. 

Total 62 

This figure does not include certain 
small undertakings operating in the 
belt between the outside limits of the 
Metropolitan Police District and the 
London Traffic Area, the number of 
which cannot be Stated. 

4. Motor Coaches. 

In addition to the " Green Lines ” Com- 
pany — the largest motor coach concern, 
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associated with the L.G.O.C. — thete 
were about 20 other companies con- 
ducting motor coach services, which 
were taking up and setting down pas- 
sengers within the London Traffic Area. 

The degree of consolidation generally, how- 
ever, is really greater than the above summary 
indicates, for Lord Ashfield’s Underground 
Group of Companies had, by means of financial 
holdings or working agreements, acquired con- 
trol of the operation of four Statutory railway 
companies, three Statutory tramway companies, 
eight omnibus companies and one motor coach 
company. Moreover in 1915 Parliament sanc- 
tioned a Common Fund for this group, to which 
the L.G.O.C. and the four railway companies of 
the Underground Group are parties. These com- 
panies, under the Common Fund, are able to work 
as one unit, to pool their resources and to effed 
considerable economies. It is an undoubted 
fad, whatever objedions there may be in prin- 
ciple to a group of powerful private companies 
having such complicated financial facilities, that 
the Common Fund has enabled extensions and 
improvement of tube facilities to be provided 
which would otherwise have been financially 
impradicable. The Common Fund has not solved 
the problem of tube development by the unaided 
resources of private enterprise, but it has been of 
great assistance up to a point. 

If we take account of this important develop- 
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ment, we can re-summarise the London transport 
undertakings as follows : 

The four Amalgamated Railway Companies. 

The Underground Group (Tubes, Omnibuses, 
Coaches, Trolley buses and Tramways). 

The Metropolitan Railway. 

The Municipal Tramways (nearly all having 
through-running arrangements) . 

The Independent Omnibus Proprietors. 

The Independent Coach Proprietors. 

And even in regard to the independence of the 
“Independent” omnibus proprietors, we must 
qualify it by recording that they themselves have 
organised for purposes of trade prote&ion and 
consultation into the Association of London 
Omnibus Proprietors, Ltd., juSt as the “ inde- 
pendents ” in the motor coach business have their 
organisation. 

Such is our Story of small beginnings and big 
endings in London transport. A similar, though 
not identical, Story could be told of the economic 
development of transport nationally. It all de- 
monstrates that the phrase-mongers who even 
to-day urge a policy of free competition in trans- 
port are living, intellectually, in a world that is 
long since dead. Conservative politicians may 
praise competition: Conservative capitalists are 
killing it. 
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CHAPTER II 

Commissions , Committees and Inquiries 

L ondon’s transport problem has certainly 
had its share of official inquiries and reports, 
none of which resulted in serious legislative 
efforts to taclde the problem fundamentally until 
the intcocludion of the London Passenger Trans- 
port Bill in 1931. Following is a list of such 
reports : 

Sele& Committee of the House of Lords on 
Metropolitan Railway Communication, 1863. 
Royal Commission on London Traffic, 1905 
(Cmd. 2597). 

Seleft Committee of the House of Commons on 
Motor Traffic in the Metropolis, 1913 (H.C. 
278 of 1913). 

Seleft Committee of the House of Commons on 
Transport in the Metropolitan Area, 1919 
(H.C. 147 of 1919). 

Minister of Transport’s Advisory Committee 
on London Traffic (Kennedy Jones Com- 
mittee), 1920 (Cmd. 636). 

Royal Commission on London Government, 
1923 (Cmd. 1830). 

Ministry of Labour Court of Inquiry (Chair- 
man, Sir Arthur Colefax, K.C.) into the 
London Passenger Transport Strike, 1924. 
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Inquiries held by the London and Home 
Counties Traffic Advisory Committee into 
the travelling facilities of N., N.E., E., and 
S.E. London, 1925-26. 

London and Home Counties Traffic Advisory 
Committee Scheme for the Co-ordination of 
Passenger Transport Facilities in the London 
Traffic Area, 1927 (known as the “ Blue 
Report ”). 

Certainly, if Inquiries and Reports could have 
solved the problem, London would now be a 
veritable paradise of passenger transport. This 
long list is no credit to the executive capacity of 
British Governments. I fear that quite a number 
of the Inquiries were instituted, not because 
Governments did not know what was the right 
thing to do, but because they lacked the deter- 
mination to do it. 

What is material to the argument of this book, 
however* is that so far as economic considera- 
tions are concerned, there exis'ts a remarkable 
unanimity of principle in these Reports extending 
over sixty-four years. Even the Lords’ Selefl Com- 
mittee of 1863, as we have seen, recommended 
that every system of internal railway communica- 
tion for the Metropolis should be under one 
management. Naturally, having regard to the 
varying economic and political conditions of the 
times, the recommendations contained in the 
Reports were not identical, but it may be said 
that all the reports urged in principle — 
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(a) That all the transport services of the 
Metropolis ought as far as practicable to be 
placed under the control of one authority, 

(b) That the authority should be given powers 
to co-ordinate and control all passenger 
agencies in the Metropolis, in the public 
interest. 

(e) That Metropolitan transport services could 
not be efficiently managed by any existing 
organization of central or local govern- 
ment. 

(d) That the single authority responsible for 
Metropolitan transport should be a small 
and competent body. 

The Royal Commission on London Traffic re- 
commended in 1905 “ the creation of a permanent 
authority, possessed of special knowledge and 
experience, and giving continuous attention to all 
questions affefting locomotion and transport in 
London.” It urged that “ railways and tramways 
dealing with urban and suburban traffic should be 
operated in large systems, under suitable regula- 
tions to protect the interests of the Public. Com- 
petition, in such cases, is seldom effeftive, and 
may be wasteful, while the existence of a number 
of railways and tramways under separate manage- 
ment, both adds to the working expenses, and 
reduces the facilities for through communication.” 

In view of the controversy surrounding my 
proposal that the London Passenger Transport 
Board should be appointed on suitable grounds 

27 


SOCIALISATION AND TRANSPORT 

of ability by the Minister of Transport, it is rele- 
vant to recall that this Royal Commission, report- 
ing in 1905, recommended that the Traffic Board 
which it suggested should be appointed on much 
the same qualifications as were contained in my 
Bill, and that, “ as efficiency is indispensable, the 
members of the Board should be specially selected 
by Your Majesty’s Government.” It also had to 
face the question of special municipal representa- 
tion, but reported: 

“ It is very desirable that the Board should 
be in touch, and work in harmony, with the 
chief municipal authorities of London, and, on 
that account, we should be glad if it had been 
practicable for one member of the Board to be 
nominated by the London County Council and 
one by the Corporation of the City of London, 
but this course seems to us inexpedient, in view 
of all the circumstances of the case. It is im- 
possible that all the county and other local 
authorities of * Greater London ’ should be 
represented on the Board, and the objection 
has been raised that the authorities who were 
represented would be thereby given undue 
influence, to the prejudice of the other authori- 
ties whose interests might be conflicting. We 
are, therefore, driven to the conclusion that it 
will be beSt for all the members of the Board, 
including the chairman, to be appointed by 
Your Majesty’s Government.” 

The Kennedy Jones Committee of 1920, which 
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consisted of representatives of the Minister of 
Transport, the Police, and the Local Authorities 
in Greater London, reporting in 1923, unani- 
mously recommended: 

(1) the establishment of a permanent Statutory 
authority, with executive powers, under the 
Minister of Transport; 

(2) that the authority should be called the 
London Traffic Authority and consist of a 
Chairman and two members appointed by 
the Government; 

(3) that the members should be persons whose 
services and record would command public 
confidence and that they should be selefted 
“ on the assumption that their experience 
would enable them individually to special- 
ise in the differing aspects of the traffic 
problem ”; 

(4) that the salaries and other expenses of the 
Authority should be paid out of moneys 
provided by Parliament and borne on the 
Vote of the Ministry of Transport. 

The duties proposed for the Authority in- 
cluded: 

(i) the preparation of schemes for the improve- 
ment of London Traffic facilities; 

(ii) the preparation of an authoritative general 
development plan to which all new London 
transit schemes should conform; 
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(iii) the co-ordination in the public interest of 
all passenger transport agencies. 

The Royal Commission on London Govern- 
ment summarised the preceding inquiries in 
paragraph 132 of its report, and in principle 
concurred as follows : 

" On examining the recommendations of the 
four bodies of inquiry to which we have re- 
ferred, in relation to the numerous and diverse 
services commonly included under the head of 
transport, we found certain common elements, 
viz. (1) that those services could not be effi- 
ciently administered within the limits of the 
existing organization of local and central 
government; (2) that they ought to be placed 
as far as possible in the hands of a single 
authority; and (3) that that single authority 
should be a small and expert body.” 

The Royal Commission recommended the 
appointment by the Government of a Statutory 
Advisory Committee for London and the Home 
Counties, to advise the appropriate Minister upon 
questions affecting London and a large surround- 
ing area in relation to transport, town planning, 
housing, and main drainage. 

On March 21 St, 1924, the Ministry of Labour 
set up an Inquiry into the cause and circumstances 
of the London transport Stoppage, which pre- 
sented an Interim Report on March 24th, 1924. 
Its conclusions were — 
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(a) Throughout the Inquiry the merits of the 
claim on behalf of the Workers for an. 
increase of wages were not seriously 
questioned. 

(b) The present crisis has, in the main, arisen 
through the Tramway Undertakings in the 
Metropolitan Area being unable to earn 
sufficient to meet the claim. This has been 
brought about by the severe competition 
of the omnibuses in the absence of any co- 
ordinating control, by the heavy expendi- 
ture on renewals and upkeep of the per- 
manent way at present high coSts, and by 
the discharge of the Statutory obligations 
for the maintenance of the surface of the 
highway. 

( c ) There is unanimity on the part of those who 
have appeared before us competent to ex- 
press an opinion on the matter, that the 
solution for the present unsatisfactory posi- 
tion of the Industry in the Metropolitan 
Area is not to be found in an increase of 

. fares. ■ ■ 

(d) All parties express the view, with which we 
concur, that without some co-ordinating 
control of passenger traffic within the 
Metropolitan Area, there is little, if any, 
prosped of improvement in the condition 
of the industry. 

(e) A definite undertaking by the Government 
to introduce and press forward legislation 
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placing the passenger traffic of the Metro- 
politan Area under some co-ordinating 
control affords, in our view, a basis, and the 
only one at present suggested, for re- 
opening negotiations between the parties. 

Negotiations were successfully re-opened and it 
was in these circumstances, as I have already in- 
dicated, that the London Traffic Aft, 1924, was 
passed. The London and Home Counties Traffic 
Advisory Committee set up under the Aft was 
soon to be kept busy, not only in giving the 
Minister advice as to the exercise of his powers 
in limiting omnibus competition, but in the series 
of inquiries into travelling facilities to and from 
North, North-EaSt, EaSt, and South-East London. 
Important evidence, up to his customary high 
Standard, was given by Mr. Frank Pick of the 
Underground Group of Companies; indeed, it 
was largely the proposals of Mr. Pick which 
formed the basis of the final recommendations of 
the Committee. 

In reporting on the EaSt London problem on 
August 7th, 1926, the Committee said: 

“ Finally, the Committee desire to add that 
the evidence submitted at this Inquiry 
Strengthens their view that no lasting solution 
of the London passenger transport problem 
can be secured so long as the present competi- 
tive methods are pursued. It is only by the 
elimination of all wasteful, uneconomic and 
unnecessary competition between the various 
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transport agencies, that it will be possible for 
an y considerable improvements to be effected, 
particularly in the way of the conStru&ion of 
new underground or surface railways. As a 
means towards this end, the Committee in their 
report upon the Inquiry on the travelling facili- 
ties to and from North and North-EaSt London, 
Stated that the proposals submitted at that 
Inquiry for the establishment of a Common 
Management and a Common Fund appeared to 
them to present a possible solution of the whole 
problem of London passenger transport. The 
evidence submitted at the Inquiry upon which 
this report is based has convinced the Com- 
mittee that the unified management of the local 
transport agencies, i.e., underground and other 
local railways, tramways, and omnibuses, 
would provide the only permanent solution of 
the whole problem of London passenger 
transport.” 

This principle of co-ordination instead of com- 
petition was again affirmed in the Report of the 
Advisory Committee, dated January jiSt, 1927, 
with regard to travelling facilities in South-East 
London. The Committee Stated: 

“ We recognise that would-be passengers 
frequently experience difficulty in boarding 
omnibuses and tramcars at such points as New 
Cross Gate and the Elephant and CaStle, owing 
to the fact that these vehicles have been com- 
pletely filled by long-distance travellers, but we 
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consider that the remedy lies not in the provi- 
sion of further vehicles to traverse the Streets, 
but in bringing all forms of public passenger 
transport facilities in London under public 
control, in order that their operation may be 
complementary rather than competitive, and so 
arranged as to meet the requirements of the 
travelling public.” 

It must be remembered that these condemna- 
tions of competition in transport do not come 
from Socialists — who for forty years had been 
condemning competition as wasteful — but from 
an Advisory Committee composed, in the main, 
of persons who were Conservative or moderately 
Liberal in politics. 

The Committee was authorised by the Minister 
of Transport on April 19th, 1926, “ To discuss 
with the companies and municipalities engaged in 
the operation of transport undertakings in the 
London area whether any further co-operation or 
combined action was possible or desirable.” 
This led to the production of the famous “ Blue 
Report,” dated July 27th, 1927, published under 
the official title of “ A Scheme for the Co- 
ordination of Passenger Transport Facilities in 
the London Traffic Area.” • The scheme pro- 
posed by the Committee was oudined in para- 
graph 2 of its Report: 

“ 2. Outline of Scheme . — The scheme pro- 
vides for the consolidation of the passenger 
transport services of London, with such public 
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control as is required to proteft the interests of 
the community in the matter of: 

(a) the level of fares, 

(b) the adequacy of services, 

(V) development to the limit of available 
resources. 

“ In order to remove all the sectional finan- 
cial interests and to ensure that the consolidated 
services work efficiently and economically, it 
further provides for the setting up of a Com- 
mon Fund and a Common Management, to 
which the passenger transport undertakings 
operating wholly or partly within the London 
Traffic Area, comprising underground and 
other local railways, tramway and omnibus 
undertakings, should be parties. 

“ The ownership of the existing undertak- 
ings would remain with the present proprietors, 
whether they be municipalities or private com- 
panies, but an exception to this principle or 
some variation of it may be necessary m the 
case of the small omnibus proprietors having 
regard to their numbers ana the small interests 
which they severally represent. 

“ So far as the present amalgamated railways 
are concerned, it is not suggested that they 
should be parties to the scheme in resped of 
their London suburban traffic. Complications, 
both of accounting and operation, would be 
involved in such a step, as well as a possible 
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conflict of interest. It is, however, desirable 
that powers should be conferred upon all such 
Companies to enable them to enter into agree- 
ments with parties to the scheme for the 
routeing, exchange, and clearance of traffic; 
the provision of through services ; the leasing 
and/or working of any of the suburban lines; 
the pooling of receipts, and other matters of 
common interest. These powers would be 
permissive in nature and not compulsory. 

“The Committee feel satisfied that, if the 
proposals set out in this memorandum are 
accepted, the transport undertakings concerned 
can be made self-supporting without any in- 
crease in the general level of fares now pre- 
vailing.” 

In effeft the Committee contemplated a mono- 
poly, and as existing ownerships were to be 
preserved, it was clear that that monopoly muSt 
ie predominantly a private monopoly and that 
the Common Management would, in those cir- 
cumstances, be the management of the London 
Traffic Combine, which in turn involved a num- 
ber of the municipal tramways being transferred 
to the management of a private company. 
Moreover, the Committee urged that the Com- 
mon Fund and the Common Management should 
be set up for a minimum period of forty-two years. 

It was inevitable that the London Labour Party 
and the Labour Party generally should oppose 
such proposals. It was a matter of great regret 
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to us to find that the Trade Union representatives 
on the Committee, although members of the 
Labour Party, had in their Trade Union capacity 
signed what we regarded as, on the whole, an 
anti-Socialist report. I think the view of the 
Trade Union members could be summed up in 
this way: “ Competition is endangering the 
working Standards of our members; something 
muSt be done now to Stabilise the industry; and 
as there is no immediate prospect of public 
ownership, we think it best to concur with the 
proposed scheme.” In the event, of course, 
there was a Labour Government less than two 
years afterwards, and in a little over two years 
public ownership not only became practical 
politics, but was in course of being embodied 
in the Labour Government's Bill. It was .in- 
evitable that in the course of the Labour Party’s 
opposition to the proposals and to the subse- 
quent Traffic Co-ordination Bills, the signatures 
of the three Trade Union representatives should 
be thrown at us. ’ 

Nevertheless, in a more or less negative sense, 
the bare economics of the Report were the eco- 
nomics of the Socialist criticism of capitalist 
competition. The Report condemned with em- 
phasis the competitive system. It urged co- 
ordination and a common management for all 
London passenger transport. The Committee, 
of course, had to take into account that they were 
advising a Conservative Minister, Colonel Wilfrid 
Ashley, who was President of the Anti-Socialist 
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Union. They doubtless took this circumstance 
into account in making their report and probably 
afted upon the assumption, from which I dissent, 
that one can never get the British to do the right 
thing if there is an opportunity of pausing at 
some unsatisfa&ory half-way house. The Com- 
mittee had certainly gone much further than any 
previous Inquiry in producing a concrete scheme, 
incomplete though it admittedly was. But this 
scheme, which preserved all the multiplicity of 
separate ownerships, and which handed the 
municipal tramways over to a private monopoly, 
was not a scheme of real consolidation and uni- 
fication. If carried, it might have prevented those 
root and branch changes which I regarded as 
necessary from being brought into operation for 
many years to come. 


CHAPTER III 

The Traffic Co-ordination Bills 1928-29 

I N THE BLUE REPORT THE ADVISORY COMMITTEE 

insisted upon the urgency of dealing with the 
London transport problem and attached great 
importance to obtaining immediate Government 
approval in principle to their scheme before open- 
ing negotiations with the London County Coun- 
cil, the Underground Group of Companies, the 
Metropolitan Railway Company, and the other 
transport undertakings concerned, with a view to 
the preparation of a detailed scheme. The 
Government, however, refrained from taking 
responsibility in the matter and would only con- 
sent to the introduction of a Government Bill 
provided it was sufficiently non-controversial 
not to take material Parliamentary time. The 
Minister, Colonel Ashley, with the advice and 
assistance of Sir Henry Maybury as Chairman of 
the Traffic Advisory Committee, received repre- 
sentatives of the London County Council — of 
which I was one, as leader of the Labour Party l - — 
to ascertain their views, and told them that a 
Government Bill could only be contemplated if 

1 This chapter and some others (particularly Chapter VII) have, I 
am afraid, a somewhat personal tone which, in the circumstances, is 
unavoidable. 
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it was a non-controversial measure. The Muni- 
cipal “ Reform ” Party representatives were will- 
ing to agree, but 1 informed the Minister with the 
greatest emphasis that the Bill would be regarded 
by the Labour Party as a highly controversial 
Bill, and that it would utilise every legitimate 
means to defeat it. That killed the Government 
Bill idea. 

The Minister subsequently brought together 
representatives of all the undertakings concerned, 
at which meeting I am afraid the Labour Party 
representatives again made themselves a nuisance. 
Moreover, the assent of the Labour local authori- 
ties in extra London owning tramways, the main 
line railway companies, the Metropolitan Rail- 
way, and the independent omnibus proprietors 
had not been secured, so that practical and effec- 
tive negotiations became substantially confined 
to Lord Ashfield’s Group of Companies and the 
London County Council. The L.C.C. Labour 
Party, for reasons readily understood, were not 
brought into these negotiations, which were 
commenced largely on the initiation of the then 
Minister of Transport. An effort was made to 
reach an agreement between Lord Ashfield’s 
Group of Companies and the Council without 
legislation, but it was soon found that legislation 
would be necessary. As a result, there was pre- 
sented to Parliament in the Session of 1928-29 
two Bills : the London County Council (Co- 
ordination of Passenger Traffic) Bill, and the 
London Electric Railway Companies (Co-ordina- 
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tion of Passenger Traffic) Bill. The Bills can be 
described quite shortly, for they were only 
Enabling Bills. They sought to confer upon the 
L.C.C. and the London Traffic Combine authority 
to make agreements providing for: 

(a) the Common Management, maintenance, 
operation, development, improvement, etc. 
of their respective undertakings ; 

(b) the allocation and apportionment of traffic, 
including receipts and expenses ; 

(y) the establishment of a Common Fund and 
the control, management and application 
of such a fund. 

The Bills also enabled the two parties to enter 
into similar agreements with any other transport 
undertakings operating wholly or partly in the 
London Traffic Area. Obviously the substance 
of the whole business would have been embodied 
in the agreements, but it is understood that the 
drawing up of agreements never reached the 
Stage of finality; in fad, it was never intended 
that they should even be scheduled to the Bills. 

The Minister of Transport referred the Bills to 
the Traffic Advisory Committee for advice. Sir 
Herbert Walker,- the representative of the main 
line companies, continued the attitude of inde- 
pendence which he had taken in respeft of the 
Blue Report. Mr. Mallender of the independent 
omnibus proprietors concurred in the recom- 
mendation to support the two Bills, but was 
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apprehensive as to whether the agreements made 
under the Bills would not go too far in the 
dire&ion of the Blue Report, which he did not 
wish to see adopted. The three Trade Union 
representatives, Mr. J. E. Binks of the National 
Union of Railwaymen, and Mr. John Cliff and 
Alderman Ben Smith, M.P., of the Transport and 
General Workers’ Union, dissented from the 
recommendation that the Government should 
support the Bills, because they did not fully apply 
the recommendations of the Blue Report, and 
because, in their view, the Government itself 
should bring in legislation implementing the 
Blue Report. The majority of the Traffic Ad- 
visory Committee, in view of the importance of 
the two undertakings concerned, recommended 
the Minister to support the Bills as a first Step, 
subsequent effedt being given to the Blue Report. 
It was admitted that the Bills were different from 
the Blue Report in two important respefts, 
namely, that they only comprised two (though 
important) undertakings, and that it was im- 
possible under Private Bill legislation to set up 
public control in the form and with the scope 
referred to in the Blue Report. 

The Government, as was anticipated, supported 
Bills which saved them the trouble of handling a 
ticklish problem on their own responsibility. 

A vigorous fight against the Bills was launched 
by the London Labour Party and the London 
County Council Labour Party. I was in charge 
of the fight from the Labour side, and for all of 
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us it was a moft Strenuous, detailed, and respon- 
sible public Struggle. It was a real Stand-up fight 
between London Labour on the one hand, and 
the Government, the London County Council, 
the Municipal “ Reform ” Party machine, the 
London Traffic Combine and the bulk of the 
Press on the other. The grounds of the Labour 
opposition to the Bills as introduced were Stated 
in a pamphlet published in 1929 1 as follows: 

1. The Traffic Advisory Committee's scheme 
included the co-ordination of every passen- 
ger traffic service within the Metropolis, but 
the Council’s Bill may result in important 
services being left out of the scheme. 

2 . The L.C.C.’s original recommendation pro- 
vided for the unified control of the traffic 
undertakings being vested in a Statutory 
authority, representative of the public, but 
the Bill makes no such provision; so that 
the Bill departs not only from the scheme 
of the Traffic Advisory Committee (which 
made a somewhat similar recommendation) 
but also from the Council’s own resolutions. 

3 , Terms having virtually been settled between 
the L.C.C. and Lord Aslffield’s Companies, 
the Bill is calculated to compel other muni- 
cipal traffic-owning authorities to come into 
the scheme under pre-determined conditions. 

4. Although the Bill provides for the payment 

1 The London Traffic Fraud (id.) by Herbert Morrison; London 
Labour Publications Ltd., 258/262 Westminster Bridge Road, S.E.I. 

43 


socialisation and transport 

into a common fund of the whole of the 
surplus receipts of the L.C.C. tramways, it 
permits of receipts of Lord Ashfield’s Com- 
panies being first diverted into a private 
pool of their own, so that only the balance 
will be payable into the common fund. 

5 . The control of London traffic, including the 
L.C.C. tramways, will be handed over to 
private directors. The Bill provides for the 
L.C.C. to be represented on the directorate, 
but does not State the number of represen- 
tatives. Lord Ashfield has offered two out 
of twenty ! 

6. The Bill makes no definite provision as to 
what is to happen to the £17,000,000 of 
ratepayers’ money which has been spent on 
the L.C.C. tramways. 

7. In spite of the safeguards against increases of 
fares, previously promised by the Council, 
the Bill permits the increasing of fares in 
order to pay dividends on private “capital 
which may not have been able itself to earn 
such dividends. It has been definitely 
Stated that a “ reasonable return ” (not yet 
specified!) on capital mu St be earned, even 
at the expense of increased fares. 

The Bill safeguards dividends for the 
shareholders of Lord Ashfield’s Companies 
rather than the interests of the travelling 
public. 

8. The Bill puts no Stated limit to the amount 
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of dividends or even on the amount of 
capital on which dividends are payable. 

9. No Government audit of traffic accounts is 
Stipulated by the Bill; it makes no provision 
for the publication of the auditor’s report; 
nor any audit of the Combine’s private 
common pool. 

10. The Bill gives no effective redress against 
increases of fares, withdrawal of cheap 
travelling facilities or reduction of services. 

1 1 . There is no adequate provision in the Bill for 
continued employment of the workers in the 
industry. 

12. There is no effective power to enforce re- 
ductions in fares. 

The London County Council made the fight 
of its life for the Bills, and I shall ever be grateful 
for the loyal and energetic co-operation I re- 
ceived from my colleagues of the London Labour 
Party Staff and the L.C.C. Labour Party in a 
Struggle which was bound to make or unmake 
London transport history. 

By moving a considerable number of motions 
and amendments we involved the Council in two 
all night sittings on November 6th-7th, 1928, and 
December nth-i2th, 1928. 

The following, from the pamphlet quoted 
above, summarises the line we took (having re- 
gard to the proposed private management), and 
the attitude of die Municipal “ Reform ” Party 
which rejected all our proposals: 
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REJECTED MOTIONS AND AMEND- 
MENTS, NOVEMBER 6 tb-jfb, 1928 

(On consideration of the Report of the Special 
Committee on Traffic ) 

Requiring the Finance Committee to submit an 
adequate and comprehensive report upon the 
financial aspefts. 

Requiring a conference with other municipal 
tramway undertakings in Greater London. 

Requiring technical reports of officers upon the 
proposals. 

Postponing consideration of the Special Com- 
mittee’s report until the proposed agreement 
was before the Council. 

Postponing consideration until the debtors of 
London had expressed their judgment at the 
coming Parliamentary General Eleftion. 

Postponing consideration until relevant docu- 
ments submitted to the Special Committee 
on Traffic had been released from the 
“ Private and Confidential ” Standing order. 

Postponing consideration until the Special 
Committee had considered as to whether the 
; aftion of its Chairman in communicating 
personally with, Lord Ashfield was consistent 
with the Standing orders. 

Expressing the view that the proposed legisla- 
‘ tion was unsuitable for Private Bill and should 
be dealt with by Public Bill. 
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Making municipal control of the Common 
Management and Common Fund a condi- 
tion. (A Liberal amendment.) 

To provide that all new capital expenditure 
should be approved by a public authority 
and owned by a public authority. 

To provide that workmen’s fares and other 
popular facilities should be extended to the 
omnibus undertakings. 

To provide that there should be no increase in 
fares or withdrawals of workmen’s fares, the 
2 d. midday fare, or other popular facilities 
without the sanfiion of the Council. 

To provide that the agreement should not 
become operative until specifically approved 
by resolution of both Houses of Parliament. 

To provide for municipal representation on the 
directorate of the Common Management in 
a proportion which should have some rela- 
tion (a) to the municipal capital invested; 
(b) to the public interests involved in the 
establishment of a traffic monopoly; and (V) 
should be of sufficient elasticity to provide 
for an increase in municipal representation 
as the relative amount of public capital 
grows. 

That the Trade Unions and Staff Associations 
concerned be consulted on the question of a 
suitable form of protection for the adminis- 
trative Staffs and workpeople affeCted by the 
operation of the scheme, 
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REJECTED MOTIONS AND AMEND- 
MENTS, DECEMBER nth-xitb, 1928 

(On consideration of the draft Parliamentary Bill) 

Postponing consideration until tire proposed 
agreement with the Combine was' before the 
Council. 

Postponing consideration until the appropriate 
Committees had reported upon the terms 
of the associated Combine Bill, which was 
not before the Council, and which members 
were not allowed to refer to, although the 
Combine had seen and secured revisions of 
the Council’s Bill. 

Limiting interest to a maximum of 5 per cent., 
or 1 per cent, in excess of average bank rate, 
whichever is the lower. 

Omitting the alternative providing for the re- 
tention of the present private common fund 
of the Combine in addition to the proposed 
common fund. 

Provision aimed at preventing recognition of 
virtually worthless private capital. 

Providing for six months’ notice to terminate 
agreement if given by local authorities re- 
presenting three-fourths of municipal capital 
involved. 

Municipal resolutions approving agreement 
not to be valid unless passed by three- 
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fourths majority (as in the case of the 
Combine companies). 

Preventing appointment of auditors who have 
had business or commercial relationships 
with any or all parties to the agreement. 

Requiring the publication of auditors’ reports 
and an independent audit of the Combine’s 
private common fund. 

Majority of directors to be municipal nominees. 

It is true that the Labour Party was not dis- 
posed to compromise on an issue which it 
regarded as one of fundamental principle, but 
the rejection of the motions and amendments 
summarised above is eloquent of the indifference 
of the Municipal “ Reform ” Party to the public 
interest in many important respects. One cannot 
be surprised at this, because the Municipal 
“ Reform ” Party, then known as the Moderate 
Party, opposed the old Progressive Council when 
it took over the tramways; if that attitude was 
subsequently dropped for reasons of political ex- 
pediency, it is fair to recall that in earlier years 
the Moderates had advocated the sale of the tram- 
ways to private enterprise. Their 1928 scheme 
did not propose to sell the tramways. In a sense 
it is almost true to say that they proposed to give 
them away on condition that the Council shared 
in the profits, if any. It is certainly true to say 
that they proposed to hand them over to the 
Traffic Combine to manage under a direftorate 
which would consist almost entirely of private 
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capitalists ; and this is a point which it is material 
to remember in connexion with their opposition 
to the Labour Bill on the ground that it removed 
the tramways from the control of the munici- 
pality! Having made a great effort to hand the 
tramways over to the management of the Com- 
bine, they suddenly clothed themselves with a 
white sheet and opposed our Bill on the principle 
of local self-government. In the history of public 
administration there is surely no more pitiful 
instance of humbug. 

At the Fifteenth Annual Conference of the 
London Labour Party, held on December iSt, 
1928, the following resolution which summarises 
the Labour view, was adopted: 

“ That this Annual Conference of the Lon- 
don Labour Party, widely representative of the 
London Labour, Trade Union, Co-operative 
and Socialist Movement, expresses its alarm at 
the proposal of the London County Council to 
transfer the management of London’s munici- 
pal tramways to a private trust, 

“ This Conference, speaking in the name of a 
very considerable seftion of the travelling pub- 
lic, Strongly condemns the decision of the 
Municipal “ Reform ” majority on the London 
County Council to proceed by way of a Private 
Enabling Bill virtually to hand over the Coun- 
cil’s tramways to the Traffic Combine. 

“This Conference contends that as the 
present scheme was not before the ele&ors at 
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the L.C.C. Election in 1928, and further, that 
as the Municipal “ Reform ” Party on the 
Council represents a minority of the ele&ors 
who voted, the Council has no moral authority 
to proceed with its Bill; the Labour Party will 
therefore hold itself free, in the event of the 
Bills passing, to promote amending legislation 
at the earliest possible opportunity. 

“ This Conference, whilst affirming its belief 
in the necessity for the co-ordination of all 
London passenger transport facilities on a basis 
which is consistent with the public interest, 
contends that this is not possible through 
Private Bill legislation. It therefore declares 
that the problem must be dealt with by a 
Public Bill, and that such Bill muSt provide for 
the effective public ownership and/or public 
control of all the passenger transport facilities 
within the London traffic area. 

“ This Conference therefore calls for the 
whole-hearted support of the public of London 
in the fight against the Private Enabling Bills 
of the London County Council and the Under- 
ground Group on the following grounds : 

(a) That Private Bill Legislation is not the 
proper way to deal with the problem of 
London passenger transport. 

(b) That the proposals of the London County 
Council provide totally inadequate safe- 
guards for the public and the workers 
engaged in the industry. 
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(e) That the proposals do not provide for an 
adequate public share in the management 
and control of the combined undertakings, 
or for the new capital going into the in- 
dustry being under public control. 

(d) That the proposals secure to private capital 
the ownership and direction of practically all 
future extensions of London passenger 
transport. 

{$) That the proposals tend to limit the exten- 
sion of those special facilities for cheap 
travel of which the municipalities have been 
the pioneers.” 

The London Labour Party attitude was ener- 
getically supported by the Parliamentary Labour 
Party. The Second Reading was taken in the 
House of Commons on February 19th and 26th, 
1929, and with the support of the Conservative 
Government the Bills secured their second Read- 
ing by 161 to 107. From March 19th to April 
19th, 1929, both Bills were before a SeleCt Com- 
mittee on Private Bills with Sir H. Cautley, M.P., 
as Chairman. Valuable aid at this Stage, aid 
which was probably decisive in enabling the 
Labour Government to rejeCt the Bills, was given 
by the Labour Metropolitan Borough Councils, 
who jointly petitioned and appeared against the 
Bills, and were ably represented by Mr. Stafford 
Cripps (later Sir Stafford Cripps, K.C., M.P., 
Solicitor-General in the second Labour Govern- 
ment). The Labour Borough Councils suffi- 
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ciently delayed the passing of the Bills, for 
although they had a Third Reading in the House 
of Commons before the General Election of 
May 30th, 1929, which resulted in the establish- 
ment of the second Labour Government, it was 
necessary under Parliamentary procedure for 
them to be submitted to the new House of 
Commons for another Third Reading. It was 
one of those little dramatic ironies of history that 
by this time the man who had led the opposition 
to the Bills had become Minister of Transport. 

During Committee Stage the Bills had already 
been amended in certain respedts— including 
compensation for displaced labour — but they 
were respedts which in no way touched funda- 
mentals. In any case I regarded the Bills as being 
so ineffedtive and contrary to the public interest 
in their fundamental principles that on July 17th, 
1929, speaking on behalf of the Government as 
Minister of Transport, I definitely advised the 
House of Commons to reject them; they were 
rejected by 293 to 172. With the authority of the 
Government, I agreed that a responsibility rested 
upon us to produce alternative proposals and 
undertook that this should be done. The Con- 
servative Opposition regarded this as the tradi- 
tional empty Ministerial promise — but they were 
wrong. 
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CHAPTER IY 

The Case for Competition Examined 

E arlier chapters have shown that the 
historic evolution of London passenger 
transport has been away' from small units inde- 
pendently operated towards increasingly big 
transport undertakings ; that in the case of Lord 
Ashfield’s Group of Companies we have already 
got to the point of one management controlling 
omnibuses, tramways, trolley buses, motor 
coaches, and underground railways; and that 
the consensus of opinion revealed in the reports 
of a number of official Inquiries is in principle 
against competition and in favour of co-ordina- 
tion, this opinion being now widely supported 
among those responsible for the conduct of the 
transport undertakings. Whilst the London 
Traffic Act, 1924 — Conservative in origin 
although passed by a Labour Government — left 
ownerships undisturbed, it was based frankly 
upon the view that free competition was contrary 
to the public interest and must be checked. If 
the argument of this chapter largely centres round 
London conditions, let it be remembered that the 
case is applicable to transport as a national 
industry. 

Despite this desertion of the' classical nine- 
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teenth century do&rine of competition by Con- 
servative, capitalist, and official opinion, there is 
Still in existence some measure of public opinion 
which hankers after competition. Among the 
transport people themselves, the independent 
omnibus proprietors favour competition, pro- 
vided it is not allowed seriously to damage their 
interests; and those who control the policy of the 
Metropolitan Railway seemed, in their original 
opposition to the London Transport Bill, to be 
uncertain as to where they Stood. 

Recently, the party organisation which supports 
the Conservative majority on the London County 
Council, has made declarations which appear to 
exalt competition, denouncing my Bill as a 
Socialist monopoly. Curious, coming from the 
organisation which supported the Traffic Co- 
ordination Bills, having as one of their main 
purposes the elimination of competition 1 

The truth is that there exists a considerable 
degree' of muddle-headedness on this question. 
It is largely a matter of personal interest rather 
than public policy. The anti-SocialiSt resident 
in suburbia who is a believer in free competition, 
does not want such a degree of competition that 
a large number of omnibuses are rattling up his 
Street at night, shaking the house in which he 
dwells; or such a State of war between the 
omnibus undertakings that the main Streets are 
made even more congested and dangerous, and 
large sums of the ratepayers’ money required for 
extensive Street widenings ; but he would like to 
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be able, to walk to the comet of his Street and find 
at least one bus with the right service number on 
it waiting anxiously for his custom, and he would 
even like a tube Station within three minutes of 
his house. He probably desires competition in 
the service which he is likely to use without 
suffering any disadvantage from competition 
which other people want. Indeed, there is a 
temptation for everybody to think that competi- 
tion is a good thing in every business but his 
own. 

The independent omnibus proprietors sing 
loudly the praises of the self-made man and the 
great advance in bus comfort which they allege 
competition has brought to the travelling public; 
and they denounce the wickedness of a Labour 
Government’s endeavour to interfere with then- 
right to get their living in the way they happen 
to have chosen. Yet time and again independent 
omnibus proprietors have sold out voluntarily — 
usually at a handsome profit — to Lord Ashfield’s 
wicked Combine, until their numbers have be- 
come greatly reduced. 

Whilst they would like greater freedom under 
the London Traffic Aft, 1924, to compete against 
their fellows in the more fruitful fields, they 
would not like the Aft to be repealed and be left 
at the mercy of Combine and other competition 
once more. And when it was revealed that their 
profits ranged between 2 6 and 65 per cent., they 
considered the revelation to be very indelicate, 
and Still issued leaflets putting themselves before 
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the public as little men who were juSt scratching 
out a living. 

Similar contradiftions have come from the 
motor coach proprietors, both in their earlier 
arguments, against the Labour Government’s 
London Bill and against their treatment under the 
Road Traffic Aft, 1930. Even the men who run 
the London Traffic Combine — which has 
patiently built up the widest monopoly it could 
get — can . Still extol the virtues of competition 
when their interests lie in that direftion. 

Free competition, though a litde reStrifted 
under the London Traffic Act, 1924, is Still a 
problem for the municipal tramways. But the 
Combine would not willingly give up that 
measure of competition as things Stand. And in 
the fight for the right of the motor coach — -when 
inscribed Green Line 1 — to compete on certain 
routes against the railways (even the eleftrified 
system of the Southern Railway), the Combine 
has put forward a case for the competitive prin- 
ciple which could teach the independent omnibus 
proprietors a good deal. 

The arguments of the Conservative majority of 
the London County Council on the subjeft are 
influenced very largely by the colour of the 
Government which is in office; their record on 
London transport policy is so full of inconsis- 
tency, of subservience to private interests, and of 
political hypocrisy, that it almost defies descrip- 
tion. 

Even the motorist who has convinced himself 
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that tramways ought to be abolished everywhere, 
has had 50 per cent, at least of his judgment 
determined by the fad that he has not yet suc- 
ceeded in hooting the tram-car off its rails. 

The Minister who has to deal with the problem 
as a matter of public policy would be wise to 
listen to all these gentlemen, but to keep in mind 
Karl Marx’s materialist conception of history, 
and not take them more seriously than they take 
themselves. 

Here and there competition may bring re- 
Strided or temporary advantages. I am going to 
suggest, however, that, in the main, and in the 
long run, it produces the very reverse of the 
advantages of which its advocates boaSt. 

Let us relate the arguments for free competition 
to transport. If the philosophy of free competi- 
tion is sound, then free competition in transport 
should produce — 

Good wages and conditions for the work- 
people employed. 

Adequate capital expenditure on new develop- 
ments, facilities and modernisation. 

Adequate services everywhere. 

Rock-bottom fares. 

■ Safer, more pleasant, and more comfortable 
rolling Stock. 

Reliable and speedy services. 

Let us' submit free competition to the ted of 
these desirable things. 
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Good wages and conditions for the workpeople 
employed. It has been argued that the competition 
among employers in putting more and more 
competitive vehicles into service will improve 
the bargaining power of labour for better wages 
and conditions. I can only say that the whole his- 
tory of transport is against this theory to such an 
extent that no body of opinion is Stronger against 
unregulated competition than the Trades Unions 
of the transport industry. Free competition 
brings everybody down to the teSt of who can 
survive the longest. It inevitably tends to reduce 
average receipts per vehicle; and dire&ly that 
happens there is a terrific urge behind the em- 
ployer to “ take it out of the men.” Before the 
passing of the Road Traffic AT, 1930, the hours 
of labour of many motor coach drivers were a 
scandal from the point of view of the men them- 
selves and from that of the public safety. Un- 
fortunately, the Stipulation of minimum condi- 
tions in that Aft is not yet enforced in all cases, 
but given proper Trade Union organisation 
among the workpeople and good-will by the 
Government, this can be put right. The faff 
remains, however, that competition in transport 
is a risk for everybody, it being tolerably certain 
that, in due course, for the bulk of the work- 
people concerned, it is bad for their Standards of 
wages and hours, it means their working under 
nerve-racking conditions, and is injurious to 
Trade Union organisation. Trade Union agree- 
ments are difficult to negotiate and maintain side 
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by side with the existence of many competitive 
owner-drivers. 

Adequate capital expenditure on new developments , 
facilities and modernisation. This argument is 
among the leaSt tenable of the lot, particularly in 
relation to developments of substance. The 
ability to raise capital under capitalist conditions 
(and it is a matter of concern even in publicly 
owned undertakings), is largely determined by 
the capacity of the undertaking to secure that 
the new capital earns its keep, or by the under- 
taking being so prosperous already that the new 
capital is not an unduly risky investment. Free 
competition, producing a definite surplus of 
transport over reasonable maximum require- 
ments, muSt reduce the return on the capital 
invested in the industry, so that present and 
prospective capital become subjeCt to greater 
risk. Moreover, neither the investor nor the pro- 
prietors of the undertaking are greatly en- 
couraged to invest millions in the construction of 
a new tube, for example, if they know that that 
new tube may be subjected to aggressive com- 
petition by other forms of transport. 

The whole history of tube construction in 
London since the war proves this. The capital 
for the Morden tube extension was guaranteed 
by the Coalition Government after the war, 
whilst in the case of the Finsbury Park tube exten- 
sion and certain (including Metropolitan) railway 
developments, part of the interest is being con- 
tributed by the State for a period of years. Com- 
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petition has not kept London transport off public 
funds: it has pushed it on to public funds. 

There is a general consensus of opinion, in 
which the railway company itself shares up to a 
point, that the suburban lines of the old Great 
Eastern and Great Northern Railways ought to be 
eleCtrified. It is true that the handling of Steam 
trains at Liverpool Street is done with remarkable 
rapidity, but the rolling Stock and Stations are un- 
pleasant, and are bound to be so under Steam 
conditions, whilst the service could be further 
improved by electrification. The defence of the 
London and North Eastern Railway Company is 
that, under competitive conditions, it cannot risk 
the attempt to raise the millions of capital that 
would be required, but that it is ready to go for- 
ward in association with the Standing Joint 
Committee to be set up between the Railway 
Companies and the Board under the London 
Passenger Transport Bill. Whilst I blame capi- 
talist competition as a system for the State of these 
suburban lines, I cannot blame the Railway 
Management for taking this view so long as it 
has to work under present conditions. The 
Company’s claim that if electrification is to be 
achieved it muSt either be subsidised or protected 
against competition is one to which there is no 
effective answer in view of its financial position. 

In the case of omnibuses, it is not uncommon 
for the owner-driver to fail to set enough aside 
for depreciation and obsolescence. 

Adequate services everywhere. It is notorious that 
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at the height of the competition between the 
Independent omnibuses and the Combine, the 
important competition took place on the profit- 
able routes going through Central London. Here 
there became a superabundance of omnibuses. 
It is true there was a reftrifted amount of pioneer- 
ing service on routes which could be made to 
pay fairly quickly, but in the main the competition 
was for the heavy traffics. Competition is always 
unlikely on routes which it is socially desirable 
to cover for the benefit of sparsely populated 
areas, but which cannot return a good profit and 
may be definitely unprofitable. Unless the pro- 
fits on the heavy routes are sufficiently substantial 
to enable the undertaking to subsidise the unpro- 
fitable but socially necessary routes in the sparsely 
populated areas, the services on the latter routes 
will not be provided. Under vigorous competi- 
tive conditions, where all the operators are con- 
cerned solely with making the maximum profit 
for themselves, and not with public service except 
so far as it gives them a direaly profitable return, 
it is certain that the less profitable or unprofitable 
routes will be neglefted, however desirable it 
may be that they should be covered. If con- 
tinued for a sufficient time, competition makes it 
less and less possible to guarantee adequate ser- 
vices everywhere. 

Similar arguments affeft the railways. Out 
of the collective funds of the company it may 
maintain services for a time which have been 
largely undermined by competition, but if the 
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competition continues and the railway company 
is unable to afford the capital expenditure re- 
quired for the electrification which might enable 
it to get the traffic back in due time, it will reduce 
the service and even close Stations. 

Rock-bottom fares.. Consistently with properly- 
equipped vehicles and adequate labour conditions, 
fares can be at their lowest only temporarily under 
free competition, which involves serious waste of 
capital and running costs. 

Safer, more pleasant and more comfortable rolling 
stock. There has been a greater measure of im- 
provement in the rolling Stock of both omnibuses 
and tramways since the passing of the London 
Traffic ACt, 1924, which restricted competition, 
than was the case before. It is true that the 
“ Independents,” before the ACt was introduced, 
brought in some improved omnibus types, but if 
there is one thing more certain than another it 
is that in the long run free competition would 
have made the expensive and luxurious bus 
financially impossible, for the logical end of free 
competition with its inadequate earnings must be 
Steady deterioration in the Standard of main- 
tenance, and the purchase of cheaper and less 
pleasant vehicles. Both in the maintenance and 
over-haul of the vehicles themselves and in 
respeCt of danger arising from racing and con- 
gestion, it is clear that free competition is con- 
trary to the interests of public safety. 

Reliable and speedy Services. A multiplicity of 
omnibuses provided by competing firms is often 
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imagined by the unthinking to be advantageous, in 
that there are so many omnibuses that the passen- 
ger will never have to wait for one. Omnibus 
competition, not only in London but in other 
parts of the country, has proved this to be an 
illusion. The competitive omnibuses tend either 
to go too fast or too slow. They tend to chase 
each other; to “nurse” each other; to try to 
arrive at a traffic point before the competitor in 
order to pick up the waiting passengers; or to 
hang about at the traffic point in the hope that 
more passengers will arrive. If they are likely 
to arrive at an emptying theatre somewhat before 
the play is over, they will tend to hang about so 
as not to be too early. The purpose of the opera- 
tor under highly competitive conditions is, in- 
deed, not to provide a systematic service, but to 
scoop the profitable traffic. In the long run the 
spirit of service is inconsistent with the practice 
of free competition. 

From these brief arguments I think it must be 
plain that, far from free competition bringing a 
higher measure of social good' — at any rate in 
transport— it tends to give us the highest measure 
of social ill. Indeed it is bound to be so. The 
theory of the passenger spreading himself over 
two seats in one of a large number of competitive 
omnibuses when he has only paid for his own 
seat will not do. In the end the empty as well as 
the occupied seats must be paid for: by the 
passenger paying a needlessly high fare; by the 
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less profitable routes being neglected; by the' 
vehicle being allowed to deteriorate;, or by the 
workpeople being worked under bad con- 
ditions. The remarkable thing is not that the 
doctrine of free competition has been blown sky 
high by Socialists,, or even that it has been set- 
aside by anti-SocialiSts : the remarkable thing, is ; 
that this economic absurdity has possessed' the 
public mind as long as it has. 

At the end of the last century it was the Socialist- 
critics of competition who were held to be mere 
theorisers, dogmatists and doctrinaires who were 
intellectually removed from the realities of the 
economic world. In 1933 we can safely say that 
the boot is on the other leg : that it is the anti- 
SocialiSt defender of competition in transport 
who is up in the air, whilst the Socialists, the 
Transport Workers’ Union, the Railway Unions, 
and that very capable non-SocialiSt opponent of 
competition, Lord Ashfield, have their feet on the 
solid earth of experience and economic fad. 
What both Lord Ashfield and the Socialist argue 
(if for the moment we forget Green Line-coaches !) 
is that competition is wasteful and, on the whole, 
a check rather than an incentive to enterprise, 
development, and modernisation. While Con- 
servative politicians have been extolling the vir- 
tues of competition. Conservative capitalists like 
the directors of the London Traffic Combine 
have been eliminating competition; moreover, 
the Conservative politicians themselves drafted 
the London Traffic Ad, 1924, the purpose of 
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which was to put a severe check upon competi- 
tion. 

The independent omnibus proprietors have 
made many declarations explaining the advantages 
of competition and urging the rights of the smaller 
owner, but a large number of them were not un- 
willing to contradidt themselves by selling out 
to the Combine, thus limiting the field of com- 
petition. 

The whole economic and political history of 
London transport constitutes a Striking repudia- 
tion of competition by its theoretical advocates. 
The Socialist has often been reminded by superior 
critics that fact is Stronger than theory. I do not 
dispute the observation. The fadts are on my 
side. 


CHAPTER V 

The Case for Consolidation 

R ejecting the theories of the school of 
thought which believes in competition, the 
London Passenger Transport Bill was clearly 
aimed at securing the maximum possible con- 
solidation of London passenger transport; its 
only limit in working out this purpose was the 
limit of practicability. It proposed to merge into 
one undertaking all the tube and underground 
railways, all the omnibuses, the municipal and 
company tramways, and the motor coach traffic 
of the London traffic area. 

The Bill did not propose to transfer to the 
London Passenger Transport Board the suburban 
lines of the main line railways for one reason 
only: it was impracticable. The suburban lines 
of the four amalgamated railway companies are 
physically part of the main line system. We could 
not chop them off at the circumference of the 
London traffic area; nor could we divide the 
buildings, Stations, and administration of the 
London termini into main line and suburban. 
So far as the London Bill was concerned, there- 
fore, the ownership of the suburban lines had to 
remain where it was. If the policy of public 
ownership was to be applied to them at some 
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time, it muSt be applied when the national trans- 
port problem was being dealt with. But the Bill 
did not leave the suburban lines out of account. 
From the beginning it provided for a joint com- 
mittee between the new Board and the main line 
companies for the purpose of discussing and 
arriving at agreements, subjeft to the approval of 
the Minister, for inter-working arrangements, 
through booking, and even the pooling of re- 
ceipts. It was at the request and insistence of the 
main line companies themselves that subse- 
quently closer and more binding arrangements 
were incorporated in the Bill; and it was only 
when I conceded these more definite provisions 
that the main line companies withdrew their 
opposition to the preamble of the Bill. Certainly 
the railway companies would not so argue it, but 
their attitude on this point was a flattering com- 
pliment to the commercial soundness of the 
socialistic policy embodied in the Bill. 

If the anti-SocialiSt assertion that socialisation 
inevitably fails were true, the railway companies 
had nothing to fear and everything to gain by the 
emergence of a publicly owned monopoly 
managed by a public authority. The railway 
companies, however, were in the greatest fear of 
the efficiency and power of the projected public 
monopoly; it was because of this fear that in the 
negotiations they fought hard for definite pro- 
vision for a pooling scheme. It was not that they 
had to fear the reddess policy of an incompetent 
public body which had the unlimited purse of the 
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taxpayer and the ratepayer behind it, for the Bill 
gave the Board no right to dip into the public 
purse, nationally or locally: it had to pay its way. 
It was the potential efficiency and commercial 
soundness of the scheme which caused such 
apprehension in the minds of the four amalgam- 
ated railway companies. 

At some Stage or another various undertakings 
wanted to be left out — Tilling’s omnibuses, the 
independent omnibus proprietors, the motor 
coach people: all wanted to know why they 
should be disturbed. The answer was the same 
to all of them: “ You are essentially a part of the 
London passenger transport system. It is prac- 
ticable to take you and, as the basis of this Bill is 
consolidation, you must come in.” Do not 
assume, however, that any of these operators 
would have been willing to be left out to make 
what fight they could against the powerful com- 
petition of the new public board. Even if I had 
been willing to leave them out, they would have 
fought for the most Stringent provisions to fetter 
the competition of the new public undertaking. 

To such illogical devices the opponents of the 
Bill were driven. But some of these opponents 
Were wise and negotiated agreements with us 
before the Bill had finished the Joint Committee 
Stage. 

Lord Aber con way and the Metropolitan Rail- 
way were, in some respe&s, the most inconsistent 
of all the opponents of the Bill. They argued 
that the Bill was bad and that it would lead to 
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inefficiency and muddle; they asked that it 
should be reje&ed. But if the Bill were passed, 
the Metropolitan Railway did not want juSt to be 
left out of it; they, like the main line railways, 
wanted to be protected against the competition of 
the Public Corporation by a scheme for the pool- 
ing of all receipts, which would, of course, have 
given the not outstandingly up-to-date Metro- 
politan Railway every advantage of the efficiency 
of the Board whilst themselves remaining in 
capitalist hands. Clearly if the new order of 
things really meant inefficiency, the Metropolitan 
Railway would have preferred to be left in an 
independent position and not to come into a 
pooling scheme, the advantage of which must be 
largely dependent upon the efficiency of the 
Board. The explanation, of course, is that the 
Metropolitan Railway knew perfectly well that 
the scheme of the Bill was good; it was thinking 
about the interests of the Metropolitan Railway 
Company rather than the public interest; which 
need not shock us, for that anti-social outlook is 
— as is to be expected — a fairly common charac- 
teristic of capitalist industrialism. The first 
duty of the directors was to their shareholders 
as they saw it — and properly so from the capitalist' 
point of view. The Metropolitan even argued 
that it was not a metropolitan railway, but a 
main line company analogous to the Big Four. 
They pointed to maps showing that the line to 
Verney junction ran miles beyond the London 
traffic area, but we could never make them ask 
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us to chop those miles of line off and leave them 
with that bit of route: they promptly returned 
to the argument for the pool. The Metropolitan 
is, of course, as its name implies, a metropolitan 
railway. Much of its rolling Stock and many of 
its dreary Stations need modernisation, although 
its Stanmore extension — subsidised by State 
money! — is well done. The division of the 
ownership of the Inner Circle between the Metro- 
politan and Lord Ashfield’s gfoup muSt be bad 
for operation, and has in fad been instrumental 
in Stopping the construction of a fly-over junction 
at Aldgate, which would materially increase 
facilities and services. So we claimed the Metro- 
politan, lock, Stock, and barrel. But “ Oh ! ” they -„A. 
cried in a last effort to prove that they were not as 
other underground railways, “ look at us, we 
carry goods, we even carry coal.” “All right 1” 

I replied, “ the Board will continue the good 
work ” ; which put the main line companies into 
a real State of anxiety leSt the new Board should 
compete with them for certain goods and parcels 
traffic. Another testimonial to the potential 
efficiency of the Public Corporation! 

I took the view throughout that it would have 
been fatal to compromise on the principle of 
complete consolidation. Once we had consented 
to any element in London passenger transport 
being left outside the scheme, the battle would 
have been loSt and the result a makeshift. A 
compromise on detail, Yes; a compromise on 
something that did not conflid with the main 
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economic principle of the Bill, Yes; a com- 
promise that we could conscientiously afford to 
make for the purpose of removing a serious and 
dangerous opposition to the Bill, Yes; but a 
compromise on the basic purpose for which the 
Bill was introduced. No. If that was to be done, 
I had no further use for the Bill. 

The handling of industrial and economic 
problems by British Governments in the past has 
nearly always been based on the assumption that 
it is politically impracticable to make the funda- 
mental changes which are admittedly necessary, 
and that to-day’s policy ffluSt be to change things 
as little as possible. In other words, that to do 
the right thing is to do the wrong thing. “ Yes,” 
it is argued, “ your big solution is the right one, 
but you cannot expeft to achieve big solutions at 
one blow, so patch things up for the time being, 
get a little more public regulation, go back to the 
problem again in a few years, and get farther 
along the road.” This was the spirit behind the 
London Traffic Aft, 1924. And, apart from their 
hatred of public ownership, this also was the 
spirit of the London County Council in promot- 
ing the Traffic Co-ordination Bills of 1928-29. 

This elevation of compromise and patching-up 
into a desirable principle of public policy before 
ever the tussle of negotiation begins is in almost 
complete possession of the minds of non-Labour 
politicians . In a large number of cases it involves 
the Minister in as much, or even more, trouble 
than going for the clean-cut logical solution to 
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which the public can say either “ Yes ” or " No ” 
as a business proposition. Time and again I was 
warned that I could not exp eft a logical solution 
on socialistic lines from the 1929-3'! Parliament 
and in the circumstances of the time, and that I 
ought to make up my mind from the beginning 
that the principles of the Bill must be limited to 
the old policy of compromise and patching-up. 
The advice was rejefted. Had I accepted it, I 
should have been involved in juSt as much oppo- 
sition from the Tories; the public mind, which 
could judge my scheme as a workman-like whole, 
would have been confused with the complica- 
tions of a carry-over arrangement; and the 
Labour back-benchers would have been dis- 
pirited. 

The first clean-cut principle to be adopted, 
therefore, was that of single, undivided, unified 
ownership. Only on that basis is it possible, in 
my view, to get what is equally desirable, namely, 
unity and decision in management and operation. 
To be successful the management must be free — 
subjeft to safeguards for the persons employed 
in the industry — to use, disuse, or adapt in the 
public interest any of the physical assets com- 
prised in the transport system. It can only enjoy 
the necessary elbow room, initiative and decision 
in management if the whole of the undertaking 
is in one ownership. If the undertakings are split 
up into a number of ownerships, it is inevitable 
that before policies involving physical changes 
are applied the interests of the separate owners 
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muS: be taken into account, discussions and 
negotiations must proceed and in the end, as 
likely as not, undesirable concessions or guaran- 
tees given or half-hearted policies pursued. It 
would be absurd to continue a State of affairs 
whereby the two ownerships of the Inner Circle 
Railway checked the freedom of the management 
to make improvements on the line itself or to alter 
the operation of traffic. It is absurd, as the 
London County Council proposed in the Co- 
ordination Bills, to hand over the management of 
its tramways to the Combine subjedt to reserva- 
tions and restrictions which would impair free- 
dom of management. Even in the London 
Traffic Combine itself, where Lord Aslifield and 
Mr. Frank Pick possess a large amount of 
supremacy, both because of the controlling in- 
terests of the holding company and the wide 
recognition of their personal ability, they never- 
theless cannot ignore the fad that they are hand- 
ling the property of a large number of separate 
undertakings. v-v 

Everybody — apart from the economic anar- 
chists — would agree, therefore, that the ideal 
solution musk be based upon a single ownership. 
But dire&ly the word “ ideal ” is mentioned the 
old-fashioned political mind at once says : “ Ah, 
yes, ideal: that is for the future.” And then 
there is produced some scheme of joint com- 
mittees, working agreements, or even a common 
fund and common management for a host of 
separately owned undertakings ; every such 
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scheme of so-called co-ordination having to 
provide for the protection of the separate, and 
even conflicting, interests of the individual under- 
takings. That means fettering the management, 
limiting the power to scrap or adapt the physical 
assets, holding up or slowing down decisions in 
order that negotiations may take place with the 
separate owners who may have to be “ squared.” 
No, this kind of thing is really not worth the 
worry and energy ana the Parliamentary time 
involved. If there is to be battle, let the issues 
be clear. It is, I suggest, far more effective for 
the purpose in view, and far easier for the public 
mind to understand, to go forward for that real 
consolidation and co-ordination which is only 
possible if we frankly accept the basis of a single, 
undivided ownership. We shall then be free to 
construct the fly-over junction at Aldgate, reduce 
the crowding of the trains to and from Barking, 
and remodel the routes (including the New Cross 
“ spur ” which should, if practicable, be physic- 
ally linked up with the Southern) now converging 
on the Inner Circle, without having our nerves 
frayed by long arguments and negotiations be- 
tween the District Railway and the Metropolitan 
Railway; indeed, I trust we shall be able physi- 
cally to link up the tube and surface suburban 
railways, thus inaugurating through-running 
over a wide field. We shall then, by deliberate 
planning, be able to use the motor coach of the 
London traffic area as an express omnibus on roads 
where it is useful, without merely duplicating the 
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efficient suburban eleXric services of the Southern 
Railway or duplicating the omnibus services 
themselves. We shall be able to take at last a 
bird’s-eye view of the London passenger trans- 
port problem and, having all the agencies of 
transport in one ownership and management, be 
able to modernise where modernisation is 
needed, bringing the inefficiency of some up to 
the high state of efficiency of the best, neverthe- 
less affording the public a reasonable choice of 
alternative facilities where desirable and econo- 
mically practicable. 

There has been too much “ by your leave ” in 
arriving at joint working agreements, and too 
much “ give and take ” at the expense of the 
travelling public in the partial elimination of 
competition between capitalist concerns, in the 
excessive protection of the rights of ownership, 
in the building up of common funds and com- 
mon managements, and other expedients. The 
common management of a large number of 
separately owned undertakings can only say, 
“ We are a common management, but we must 
take account of this, that, and the other, in con- 
nexion with each of these concerns.” The 
management of one undertaking which owns the 
lot can say, “ This is ours, and we will do with it 
what we will in the interests of efficiency, public 
service, and the well-being of the workpeople in 
our employment.” 

What I have said with regard to the London 
problem is no less applicable in my judgment to 
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the problem of British transport as a whole. It 
may be that we must fix a convenient limitation 
on the number of undertakings we place under 
one management, but in principle the same con- 
siderations apply nationally as apply to the Lon- 
don problem. The silly game of “ beggar my 
neighbour ” represented in the nation-wide war 
between road and rail for goods and passenger 
transport is not going to be solved by mere 
agreements between rival capitalist undertakings, 
or by the railway companies buying up omnibus 
shares at excessive prices. The principle of con- 
solidation of ownership is vital nationally as well 
as for the London traffic area. 

Once we have decided that policy muSt be 
based upon one single undivided consolidated 
ownership, we have also committed ourselves to 
the economic do&rine of monopoly — an ugly 
word under capitalist conditions, but a sound one 
to apply in the public provision of a planned 
transport system. And if there is to be monopoly, 
the next question to settle is whether that mono- 
poly shall be public or private. A Statutory 
private monopoly involves a number of other 
things which, in my judgment, are contrary to 
the public interest and to good management. A 
Statutory private monopoly involves a greater 
degree of public supervision and regulation of 
some sort than a monopoly which is publicly 
owned and managed by a public body. A 
private monopoly cannot be trusted as much as 
a public concern to pursue the public good. 
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For the company monopoly has behind it hungry 
shareholders who attend the shareholders’ 
meetings, and bring pressure to bear upon 
the directors to provide the highest possible 
dividend, even though damage is thereby done 
to the interests of the users of the service, to the 
permanent well-being of the undertaking, or to 
the legitimate rights of the workpeople em- 
ployed. Even if dividends were limited, they 
would tend to be limited at a higher level than 
the interest charges of a public concern. And 
what becomes of capitalist “ incentive ” if divi- 
dends are limited? There would have to be much 
Sterner control of fares, charges, facilities, and 
there would obtain much more costly contention 
about these things than in the case of a public 
concern. Statistical returns to and regulation by 
public authority of some sort would tend to be 
meticulous, irritating and severe in the case of a 
great private monopoly. The very evils of 
bureaucracy, red tape, interference, and Minis- 
terial or municipal supervision — -which the Con- 
servatives advance against Socialism as a general 
do&rine — would in faff tend to be greater, even 
if the monopoly were established by a Conserva- 
tive Government, because the monopoly was 
private and had as its great incentive the profit- 
earning motive. 

This has been the case with the railways. The 
amount of supervision had to be increased by the 
Coalition Government when the Railways A£t, 
1921, was passed and the four amalgamated rail- 
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■way companies established. Even so, a con- 
siderable amount of competition between the 
four companies remains. How much more 
severe would the public regulation and super- 
vision of private enterprise be if there were 
established a complete private monopoly of 
transport nationally, or in the London traffic 
area? The railway managements already com- 
plain — and with some justice-— that they are not 
free to manage, that the cost involved in Statis- 
tical returns and reports to the Ministry of Trans- 
port, and in legal argument and the provision of 
expert evidence before the Railway Rates Tri- 
bunal, is great. Great as it is, it would be greater 
Still if the competition between the four under- 
takings were ended by the establishment of a 
Statutory private transport monopoly. 

I suggest, therefore, that we are driven to the 
conclusion that, if we desire to reduce meticulous 
interference with and supervision of the manage- 
ment to the permissible minimum, we muSt estab- 
lish a management and ownership in which we 
can place far greater trust than in that of a private 
monopoly: in short, that the best way to avoid 
the largely imaginary Conservative objections to 
Socialism is by socialisation. Once the public is 
convinced that public ownership and efficient 
management by a public concern for the public 
good is the basis of our policy, the sooner the 
public will be ready to concede greater freedom 
to the management. For ownership and manage- 
ment by a public body, coupled with the principle 
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of management in the public interest which would 
be laid down in the Statute creating the new 
authority, means that efficient public service is 
the prime purpose of the transport monopoly.. 
The Managing Board itself, as in the London 
Bill, would require to be free from personal 
financial interest in any transport undertakings 
including the undertaking for the management 
of which it was responsible. A large public con- 
cern employing able officers with a good Status, 
supervised by a Board of able and public spirited 
people, is much more likely to resist improper 
influence, corruption, and jobbery and to insist 
upon clean administration and the supremacy of 
the public interest, than a private monopoly which 
has no real responsibility to the public. 

I conclude, therefore, that in these times it is 
not only expedient that a transport monopoly 
should be publicly owned and managed by a public 
body, but that on balance it is increasingly the 
only practicable course to pursue. 
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The Salter Report and the British Transport Problem 
as a Whole 

N ationally, the issues of public economic 
policy in relation to transport are much the 
same as the issues raised by the organisation of 
passenger transport in the London traffic area. 
The situation nationally, however, is more serious 
than that which obtains in London. 

By the time the Labour Government fell, in 
August, 193 1, no conclusions had been reached by 
the administration as a whole, but my own views 
were clear : namely, that the valuable experience in 
the technique of socialisation which had been 
acquired in dealing with the London problem 
should be followed up by a policy analogous in 
principle applied to the graver national situation. 
This policy has now been embodied in a fair degree 
of detail in the Labour Party’s Policy Report on 
the National Planning of Transport. 1 The 
passenger aspcdt of our national transport diffi- 
culties are serious enough, but that of goods 
transport is even more serious. The extended 
arguments brought to bear in other chapters in 
examining the economic considerations involved 
in the competitive system of passenger transport 

1 Labour Party, Transport House, Smith Square, S.W. 1. 2d. 
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in the London traffic area can be applied in a 
general way to transport nationally, so that it is 
unnecessary to argue the national case at length. 
The railways, road transport (including tram- 
ways), the canals, coastwise shipping, and now 
within its limited field, air transport, are all com- 
peting for business. Apart from the co-ordina- 
tion Steadily being imposed by the Traffic Com- 
missioners under the Road Traffic Ad, 1930, 
between the various road (and to some extent, 
rail) passenger transport undertakings, the large 
number of separate undertakings which exist go 
their own way, not only irrespective of the conse- 
quences to competitors but also the well-being 
of British transport as a whole. The most acute 
asped of the problem is the competition between 
road and rail. 

The invention and development of the internal 
combustion engine has materially changed the 
transport situation during the present century. 
Motor vehicle manufacture and road motor trans- 
port are relatively young and vigorous industries 
which, apart from the general trade depression, are 
conscious of the vigour of their youth and have 
in some respects carried all before them. The 
economics of free competition constitute a pro- 
minent feature of their outlook on business life; 
but even the young industry of road motor trans- 
port is beginning to talk more in terms of 
capitalist co-ordination, co-operation, and com- 
bination; it is seeing increasingly — despite the 
denunciation of the Traffic Commissioners in the 
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early days of the Road Traffic Aft, 1930 — that 
road passenger transport would have been well 
on the road to ruin if this firft legislative child of 
mine had not been passed. 

§ Shortcomings of the Railways 

The railway companies were pitifully slow in 
realising the enormous potentialities of road 
motor transport, and have been ineffective in 
getting their case across to the public mind as 
compared with the road transport interests. 
Moreover, the public remembers that in the days 
when they were supreme the railway companies 
tended to be somewhat bureaucratic and officious 
in dealing with railway users. The railways have 
been all too slow in recognising the need of 
making their Stations and their rolling Stock 
bright, cheerful, and attraftive. Why are so 
many of their Stations the pifture of misery? 
Why do they make it so difficult for the passenger 
to see where he is when the train enters a Station? 
In the modernisation of suburban services the 
Southern Railway has been the moft aftive, hav- 
ing pushed on with the policy of rapid eleftrifica- 
tion ; the lighting is enormously improved. I 
have often congratulated Sir Herbert Walker on 
the pluck with which the Southern carried 
through suburban eleftrification at great cost. But 
even so, the general lay-out and pattern of the roll- 
ing Stock is much the same as it was years ago. Are 
main line railway coaches to remain in essential 
ftrufture the same for all time? As a mattgr q£ 
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general commercial policy it is almost true to say 
that this must be wrong, for the suburban public 
which is compelled to spend time in travelling to 
and from business likes a change, and it would be 
wiser for the main line railways to give it to them 
rather than that the public should seek a change 
by using the motor coach. The Combine totally 
scrapped a considerable amount of tube rolling 
Stock years before it was worn out because in its 
judgment the public had to have something 
better if its good-will was to be retained. I recall 
with pleasure the fight which the Labour Party 
made on the London County Council to cause it 
to modernise its tramways and actually to replace 
many cars before they were worn out. Despite 
the magnitude of these changes, all the under- 
taking needed to do to get its money back was 
to increase its traffic receipts by id. a car mile. 
This it achieved to such an extent that even 
the Municipal “ Reform ” Finance Committee 
almost urged the Highways Committee to move 
more quickly with its modernisation. 

For many of their troubles, therefore, the 
railway companies have themselves partly to 
blame; but the public will be foolish if it thinks 
that that is all there is to be said on the much 
argued question of road versus rail. Sir Philip 
Gibbs’ Street of Adventure taught us years ago 
that the journalist with deep personal convictions 
on a modern popular newspaper is liable to 
be something of a problem to his editor and a 
bore to his readers. There was somebody on the 
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Evening Standard with a competitive toad transport 
bee in his bonnet who used to break out nearly 
every other day in denouncing the Traffic Com- 
missioners for their work of co-ordination, in 
asserting the right of the motor coaches to 
travel where they like, how they like, and as often 
as they like, and in urging the public wisdom 
of unfettered competition by the road transport 
undertakings against the railways and the pulling 
down of London to make room for them. But 
I have never noticed that he gets to the point of 
denying that railways are, and as far as we can see 
are likely to be, an essential element of the 
British transport system. It is at that point that 
the whole silly case of free competition in trans- 
port breaks down. In prophesying about trans- 
port it is always wise to interpose the qualification 
“ as far as we can see and it is conceded all 
round that as far as we can see railways are a 
valuable and essential element of transport. They 
can carry great numbers of passengers and vast 
quantities of goods on their own permanent way 
speedily and cheaply, given efficient management 
and an adequate load. The transfer of the 
passengers and goods carried by the railways to 
road transport on the King’s highway would in- 
volve a terrifying degree of congestion and the 
taxpayers and ratepayers in vast expenditure for 
highway construction, improvement, and main- 
tenance, besides wasting the capital expended on 
the construction of over 20,000 miles of British 
rail roads. It is only when we add the loss of 
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this capital to the new capital expenditure re- 
quired to accommodate the traffic on the roads 
that we arrive at an idea of the vaSt sums involved. 

§ Some Transport 'Economics 

It is essential to keep present in our minds this 
outstanding fa£t about railway management and 
operation as compared with road transport: that . 
the minimum capital and maintenance charges 
which must be covered if financial Stability is to 
be preserved, absorb a large proportion of the 
gross revenue. Successful railway operation, 
whether main line or underground, must enjoy a 
high “load faCtor that is to say, the whole 
system is constructed for mass traffics, and if the 
mass traffics (reasonably spread through the day 
and not merely at “ peak ” hours) are not forth- 
coming the minimum capital and maintenance 
charges cannot be covered. Whether a railway 
train — goods or passenger — is carrying io per 
cent., 25 per cent., jo per cent., 75 per cent, or 
100 per cent, of its maximum load, the capital 
charges and the bulk of the maintenance charges 
go on. Here and there economies can and perhaps 
muSt be effected, even though some of them may 
be false in themselves. But there is a point below 
which the fixed charges cannot be reduced; and it 
is a high point in relation to the total capital and 
operating costs. 

Manufacturers with their own road vehicles 
and road goods transport undertakings of size 
are not in this position. Road transport units 
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can be withdrawn and sold; and when that 
happens the capital and running charges are to a 
large extent reduced proportionately, as is also 
the contribution to the Road Fund, which is road 
transport’s contribution to permanent way costs. 
True, there may be a limited analogy with the 
railway in connexion with overhead coSts, and 
there may be a loss between the prices secured for 
disused vehicles and the depreciated cost, but the 
proportion of fixed capital and running charges 
in the case of road transport is nowhere near as 
great as in the case of the railways. 

If the railways carry loads which are below 
their capacity to such an extent that they cannot 
adequately meet their fixed capital and running 
charges, some or all of the following conse- 
quences will eventuate in due time: the charges 
to the passengers and industries wishing or com- 
pelled to use the railway are increased; wages, 
salaries, and working conditions of the Staff and 
employees are brought down; the Standard of 
maintenance of the undertaking deteriorates ; 
the profits are so low and the credit of the under- 
taking is so shaken that it is impossible to raise 
additional capital for modernisation and develop- 
ment; the Steady fall in maintenance Standards 
and efficiency further accentuates the difficulties 
indicated, resulting in a tendency towards open 
crisis. If and when the point is reached when it is 
fully established that private enterprise in railways 
under competitive conditions is unprofitable, we 
may be sure that our Conservatives will become 
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Socialists of sorts and — if only for military reasons 
— -will put the nationalisation of the railways in 
the forefront of their policy! 

The faCts of this reasoning, I suggest, are indis- 
putable. What are the consequences in public 
policy to which they lead? They are surely that 
political and industrial Statesmen muSt think more 
and more in terms of transport as a whole and 
less and less in terms of railways, road transport, 
canals, caaSt-wise shipping, and airways; and 
that we muSt handle our transport organisation 
with directness and decision instead of assuming 
that by accident and good luck the provision of 
transport by competitive scramble will somehow 
work out for the beSt. Once we have done that, 
we can pursue the sensible course of enabling 
each form of transport to serve in the field where 
it is best fitted to serve. There are transport 
needs for which the railway is not the beSt 
medium; for example light traffics, branch routes 
connecting sparsely populated areas, or rural 
areas with the great towns; door to door de- 
liveries for moderate distances; and so on. 
There is a field within which road transport is 
unquestionably superior to the railway, juSt as 
there is a field within which the railway is superior 
to road transport; so with the canals, so with 
coaSt-wise shipping. A unified, comprehensive 
transport system would concern itself primarily, 
not with capturing traffic for this or that form of 
transport, but with determining the most eco- 
nomical and efficient method of meeting this or 
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that public requirement. JuSt as the various 
official Inquiries into the London passenger trans- 
port problem all led up to the conclusion that 
there muSt be consolidation, so I suggest it is 
equally inevitable that our conclusions about the 
organisation of transport nationally muSt be in 
the direction of a single ownership for the pur- 
pose of securing the co-ordination, unification, 
and managerial freedom which are essential to 
success. 

§ Impossible Task of the Salter Conference 

It is for this reason that I profoundly disagreed 
with the aftion of the present Coalition Govern- 
ment in setting up in April, 193 a, the Conference 
on Rail and Road Transport, with the following 
terms of reference: 

“From the point of view of establishing 
what would be a fair basis of competition and 
division of function between rail and road 
transport of goods, and for the purpose of 
furnishing advice and information upon which 
the Minister of Transport will invite the views 
of the Highway Authorities and other interests 
concerned, to consider the facts relating to the 
incidence of highway costs in relation to the 
contributions of the different classes of mech- 
anically propelled vehicles; to consider the 
nature and extent of the regulation which, in 
view of modern economic developments, 
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should be applied to goods transport by road 
and by rail ; and, in the light of any conclusions 
reached under these heads, to make such fur- 
ther recommendations as they are able to 
frame designed to assist the two sides of the 
industry to carry out their fun&ions under 
equitable conditions, which adequately safe- 
guard the interests of trade and industry; and 
to report by the end of July.” 

The Government was fortunate in securing the 
services of Sir Arthur Salter as Chairman, 
although I thought it rather unfair to a man of 
such ability and distinflion to persuade him to 
undertake the somewhat uninspiring task. Sir 
Arthur Salter’s ability and the accommodating 
character of the members of the Conference were 
manifested by the fail that the Conference, which 
consisted of four railway general managers and 
four persons associated with goods transport by 
toad, were able to sign a unanimous report, 
although after the report was produced a whole 
series of road transport organisations have ex- 
pressed their condemnation of it. It was an 
indication of the weakness of the Government 
that it set up the Conference at all. It already had 
before it the Final Report of the Royal Com- 
mission on Transport; it was for the Govern- 
ment to choose between the weak conclusions of 
the majority on national co-ordination and the 
clear-cut policy of the minority whose conclusions 
were on the general lines of policy for which this 
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book Stands. The Government, however, had 
not the courage to make a choice; it had no mind 
of its own; and so it set up the Conference on 
Rail and Road Transport, giving it terms of 
reference which assumed the continuance of all 
the separate undertakings and confliding inter- 
ests, and asking the Conference to produce pro- 
posals for the more gentlemanly conduit of the 
mad competitive game. Competition was to go 
on, but the Conference was asked to produce “ a 
fair basis of competition and division of func- 
tion.” It was asked to produce a basis of road 
transport taxation in relation to the incidence of 
highway cods, obviously with the intention of 
imposing additional taxation on road transport so 
as to increase the competitive power of the rail- 
ways. The Conference was asked to consider the 
nature and the extent of the appropriate regula- 
tion of road and rail transport. And finally it was 
permitted to produce any further recommenda- 
tions calculated “ to assist the two sides of the 
industry to carry out their functions under equit- 
able conditions.” The Conference was really 
told to produce all the benefits of socialisation 
without socialisation; they were forbidden to 
question whether there was anything fundament- 
ally wrong with a competitive system based upon 
a large number of confiding separate ownerships. 

Without committing myself to the conclusions 
of the Conference — in which I confess I am not 
very much interested — let me admit that the 
Salter Report is an able and informative docu- 
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ment, Based upon elaborate Statistical calcula- 
tions, it produced “ agreed ” increased scales of 
Road Fund taxation on commercial road trans- 
port — •'which were promptly denounced and the 
Report’s fads challenged with great vigour by 
important organisations representing road trans- 
port interests. I venture to say that the Govern- 
ment will not apply the recommendations of the 
Salter Report in this respeft, and that if it tried 
to do so it would have afmoSt as much trouble in 
getting its proposals accepted by Parliament as if 
it went out for a direct general policy of socialisa- 
tion. There is a case to be made for the view 
that in relation to the damage it does to the high- 
ways and the cofts it involves to the State and the 
local authorities, heavy goods road transport is 
not marking its proper contribution to the Road 
Fund, but any approach to the wider problem of 
the relationship between road and rail transport 
on the basis of increasing road transport taxation 
for the purpose of putting the railways into a 
better competitive condition is, in my judgment, 
fundamentally unsound. For this purpose, taxa- 
tion is a clumsy weapon. With the recommenda- 
tions on regulation and licensing for the purpose 
of securing greater public safety and reasonable 
minimum conditions of labour in commercial 
road transport I have great sympathy, but I 
doubt whether it is worth all the cost, bother, and 
irritation of setting up machinery of regulation 
on the scale proposed, when it is possible to 
secure more adequate and definite results in these 
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matters by bringing long distance road and rail 
transport under a common management. 

§ Road v. Rail : The Arguments 

Considered from the competitive point of view 
there are, of course, inequalities or differences in 
the conditions under which road and rail trans- 
port operate; it is to these differences that most 
of the discussion has been directed. It is true that 
the railways meet the entire co§t of the construc- 
tion and maintenance of their Stations and per- 
manent way, and are then called upon to pay local 
rates thereon; this burden, however, has been 

g reatly lightened by de-rating, the Companies 
eing required to pass die benefit on to certain 
users. But it is only fair to add that the railways 
were not left freedom of choice as to the classes 
of merchandise which should benefit from freight 
reductions ; largely they were compelled to pass 
on the benefit of de-rating to traffics (including 
exports) which would not be carried by road. 
On the other hand, they have the operating 
If advantage of enjoying the exclusive use of the 
i track and do not suffer from those obstructions 
and delays which are experienced by road trans- 
| port because of the presence on the highway of a 
I large number of miscellaneous users. The railway 

; speeds are consequently — -or perhaps we should 
I say, should be — greater than those attained by 
1 road transport. The railway interests also point 
! to the faCt that they have to maintain an elaborate 
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signalling system, whereas tlie cost of the police 
force on traffic duty is met out of public funds. 

The road transport interests answer that they 
contribute through the Road Fund a considerable 
proportion of the cost of constructing, improving, 
and maintaining the highways and that, as tax- 
payers and ratepayers, they make, in common with 
others, their contribution towards the cost of 
the police. In any case, they argue — as indeed 
the Salter Report admits — the highways are not 
constructed for the exclusive benefit of motor 
transport, and the police on traffic duty, as dis- 
tinct from the mobile police, are not functioning 
solely for the benefit of motor transport. The 
very existence of houses, shops, business pre- 
mises, factories, a.nd even railway Stations, make 
highways a necessity for pedestrians, for house- 
holders, and for industry. The highways are used 
for the purpose of laying water, gas, and eleCtric 
mains, and they carry telegraph wires. It is 
urged that the traffic police may be and are called 
upon to discharge functions other than regulating 
traffic; that in any case part of their traffic duties 
is related to the well-being of the pedestrian 
and general order; and that in so far as the traffic 
police become replaced by automatic traffic sig- 
nals— which are financed as to 60 per cent, of the 
cost from the Road Fund — the argument about 
the police will go by the board. 

Strong as the case is for the reconsideration of 
the taxation of heavy commercial goods vehicles 
from the point of view of whether they are making 
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an adequate contribution to the Road Fund in rela- 
tion to the highway cods their presence on the 
road involves, the railways have a more clear and 
definite case for the view that competition be- 
tween road and rail is very unequal in resped of 
the public regulation of the two industries and 
the minimum conditions of labour imposed by 
public authority or won by Trade Union adion. 
The fad that a railway accident can involve risk 
of life and limb to a larger number of people than 
a road accident is probably the primary reason 
why the State has concerned itself pretty ex- 
tensively with imposing minimum conditions 
of safety in railway construction and operation. 
Moreover, the degree of monopoly in transport 
enjoyed to some extent by the railways before the 
development of motor transport and the subse- 
quent redudion of the number of railway com- 
panies to four by the Railways Ad, 1921, caused 
Governments to impose upon the railway com- 
panies public checks and regulation for the pur- 
pose of allaying the fears of railway users. 

It is true that under the Road Traffic Ad, 1930, 
the Minister of Transport is exercising greater 
powers in regard to the construdion of motor 
vehicles and their regulation and use than was 
the case before, and that so far as road passenger 
transport is concerned the regulation is now 
fair ly intensive. But the fad that motor vehicles 
are so independent in their movements as com- 
pared with the railways, that their ownership is 
spread over a vad number of firms, and that 
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generally the industry is of a somewhat diffused 
character, has made it not too easy to regulate 
road goods transport to any material extent, 
although that is not impossible of achievement. 
Moreover, Trade Union organisation among 
goods road transport workers is poor owing to 
its discouragement by many employers, the dis- 
persed character of the trade, and the indifference 
of a considerable number of the men concerned. 
From the men’s point of view this is a bad State 
of affairs; to say the leaSt of it, they are very 
foolish not to have become a body of good Trade 
Unionists before now. Their degree of organisa- 
tion is much below that of the road passenger 
workers, and quite poor as compared with that 
of the railwaymen. Despite the provisions of 
Section 19 of the Road Traffic Aft, 1930 — which I 
agreed with the Unions and the employers — which 
Stipulates maximum hours of labour from the 
point of view of public safety, the hours of labour 
of goods transport workers leave much to be 
desired. Both the railway companies and the 
railwaymen feel Strongly about the competition 
of a form of transport which adds sweated, unre- 
gulated labour to its other advantages. 

Part of the difficulty in regard to bad labour 
conditions could be put right by a system of 
licensing and co-ordination, probably under the 
Traffic Commissioners now funftioning in respeft 
of road passenger transport under the Road 
Traffic Aft, 1930. If the great but not insuper- 
able difficulties were overcome and the task were 

96 


THE SALTER REPORT 


well done, it would nevertheless involve much 
laborious work, a fair amount of cost, and a by no 
means easy battle with the big and little trade 
interests involved. 

§ “ Co-ordination ” Under Many Ownerships 

Faced with the disorganisation of road com- 
mercial transport, the anti-SocialiSt, determined 
to resist socialisation to the last, will not only 
concede but will urge that there must be co- 
ordination and a reasonable degree of public 
regulation imposed in order to eliminate those 
faftors of competition which are clearly contrary 
to the public interest. It is at this point that the 
anti-SocialiSt as well as the Socialist ought to 
examine, without bias, the relative merits of the 
public regulation of a large number of separate 
owners as against socialisation. Public regulation 
means that the road commercial transport opera- 
tor would have to “ fill up forms,” improve of 
replace his vehicles where they were considered 
to be unsafe, and prove the necessity and public 
usefulness of his business in order to get a 
license. His business would be subjeft to a cer- 
tain amount of regulation and inspection and he 
Would have to make periodical returns . If it 
were proved to the Traffic Commissioners that a 
business was badly managed and/or that it was 
not economically necessary at all, that business 
might be put out of a&ion altogether. Moreover, 
if there were to be real co-ordination between 
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road and rail, and it was established that for given 
purposes rail transport was superior and should 
in the national interest be protected, even efficient 
road transport hauliers might be refused licenses 
for a whole or part of their fleets of vehicles. 

At every Step in the process of co-ordination 
and reStriftion under private ownership there 
would be a row : newspaper campaigns, petitions, 
and protest meetings, pressure on Members of 
Parliament, questions to the Minister, and all 
kinds of attempts to squeeze him and the Traffic 
Commissioners and to warp his or their judgment. 
A Strong Minister in a Strong Government would 
get through, but a weak Minister — as was the 
case with Mr, Pybus — might be persuaded to 
circularise the Traffic Commissioners asking them 
to give special consideration to a particular class 
or classes of applicants for licenses. Even a Strong 
and public spirited Minister would find it difficult, 
both on grounds of humanity and expediency, to 
ignore the cry of the small man. The vested 
interests might be active against him in his con- 
stituency — as some of them were in mine. The 
faft has to be taken into account that road trans- 
port vehicles are owned by a large number of 
separate owners, and that the regulation of the 
use of vehicles vested in many separate owner- 
ships imposes severe limitations on the mobility 
of aftion and the firmness and clearness of policy 
pursued by those who are endeavouring to bring 
order out of chaos. 

The alleged evils of bureaucracy, officialism, 
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petty interference, and red tape — so Strongly con- 
demned by anti-SocialiSts — are the inevitable 
result of that anti-SocialiSt compromise policy 
which says, “ I will not have your socialisation, 
but I am quite prepared to agree to regulation 
and co-ordination.” I suggest that though the 
political fight may be heavier, it may be simpler 
and more direCt if — -given a determined Govern- 
ment possessing adequate support — we go Straight 
for socialisation over as wide a field as possible 
instead of mere regulation. If time did not press 
and if there was real virtue in governing the 
country on the basis that we must never do the 
thing we know to be right if we can find some 
half-way or quarter-way house to call at, a case 
could be made for regulation first and socialisa- 
tion afterwards. But that means a wicked 
delay; moreover it involves two Stand-up fights 
instead of one. So we may as well determine 
on the second fight first, and thus avoid al- 
together the half-way house fight-win many 
Ways the more difficult. I do not know what 
the present Government will do about the 
Salter Report, but I am inclined to the view 
that they will find the tangle of interests against 
effectively implementing the Report so vociferous 
and troublesome that they will either do one or 
two things of no great significance, or they will 
let things drift until, in response to further public 
anxiety as to competition .between road and rail, 
they will again evade positive action by appoint- 
ing another committee or conference to look 
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further into the recommendations of the Salter 
Report, juSt as the Salter Conference was in part 
appointed for the purpose of examining further 
the Final Report of the Royal Commission on 
Transport 1 

§ Advantages of Socialisation 

For myself, I would prefer that the problem 
should be faced fundamentally and that root and 
branch remedies should be applied. I hold that 
all long distance transport, whether by road or 
by rail, should be owned and managed by one 
undertaking. It may be that the purely local 
transport of urban communities should be 
municipally owned and managed, provided an 
adequate degree of efficiency is maintained and 
that it is co-ordinated with the long distance 
services ; it may be that the smaller local goods 
carrying concerns may be left to continue subjeft 
to licensing and co-ordination. But long dis- 
tance road and passenger transport should be 
combined with the railways and the whole placed 
under one Public Corporation. 

The undertaking would be a very large one; 
some interesting problems of internal organisa- 
tion and management would arise. 

The evolution of the modern world is in the 
dire&ion of large units of organisation and 
management with appropriate forms of adminis- 
trative decentralisation. Both in industry and in 
national and local government this tendency 
obtains. There is a point beyond which a given 
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unit of administration can be too large and we 
muSt watch for this point, recognising, however, 
that as organising and administrative technique 
develop and as scientific aids to quick decisions 
and the rapid issue of directions evolve, the cir- 
cumstances of to-morrow may be different from 
the circumstances of to-day. I am clear that the 
successful handling of the British transport prob- 
lem is inconsistent with the continuance of a 
great number of separate and conflicting owner- 
ships and managements; transport must be 
brought together and its problems dealt with as 
a whole. That will enable us to destroy the 
biased railway mind and the biased road mind, 
and to substitute the big transport mind. Instead 
of preserving a poorly used, badly managed and 
dreary branch railway line, we shall be able to 
scrap it with no loss of dignity and to substitute 
road transport, not in the midst of competitive 
rejoicings at a road transport victory, but as an 
aCtion .dictated by good sense. 

We shall be able to use, instead of half using, 
the railway on all those principal routes which 
will provide the backbone of the transport ser- 
vice. The loads it carries will be adequate : it 
will be able to look its fixed minimum of capital 
and maintenance charges in the face. Certainly, 
within the limitations of a reasonable economy, 
we muSt have regard to public taStes, preferences, 
and even prejudices. The sight-seeing coach 
tour and the holiday coach will have its field, 
even in competition with the main line railways. 


SOCIALISATION AND TRANSPORT 

It is bad business to get at hopeless loggerheads 
with the public. But the railways muft have an 
effe&ive economic load. They will then be so 
secure that they will have funds available with 
which to brighten themselves up, to ele&rify, 
and to convert that large number of dreary, un- 
attractive looking buildings called railway Stations 
into that centre of cheerfulness, brightness 
and social life — the transport Station of the 
future, meeting the requirements of both road 
and rail. Railway electrification on a large scale 
will become practical politics, bringing us cleaner 
and quicker railways, and considerable economic 
advantages to the electricity supply industry, and 
to ordinary eletricity consumers as well. 

The co-ordinated network of road and rail 
communication throughout the country will make 
possible a system of door to door colletion and 
delivery of goods and produce as regular and 
reliable as is the colletion and delivery of letters 
under the socialised Pot Office. When the Stage 
is reached that we can offer such an unrivalled 
service to the manufacturer and the farmer, we 
shall be justified in saying to concerns providing 
their own transport for the carriage of their goods 
that they are not justified in doing so, and that 
either they muSt use instead the transport system 
of the British Transport Corporation, or that the 
space available in their half empty vehicles on the 
outward journey or wholly empty vehicles on 
the return journey shall be sold to the Public 
Corporation at a reasonable charge. We may 
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achieve not only a vigorous policy in the co- 
ordination and use of socialised trains and road 
vehicles, but even in the use of the empty space 
of those privately owned vehicles which, for the 
time being, may be allowed to survive. There is 
an existing precedent for such a policy. Mr. W. 
Chamberlain (now the Chairman of the North 
Western Traffic Commissioners), when he was 
the General Manager of the Belfast municipal 
transport undertaking, instead of buying vehicles 
he could only use at the hour of peak traffic, 
which involved unproductive capital coSts and 
difficulties regarding the organisation of labour, 
bought empty seats from long distance transport 
undertakings coming into or going out of Belfast. 
Perhaps his was the supreme as it was certainly 
an exceptional case of the triumph of the social 
economics of an enlightened municipal transport 
manager over the competitive economics of self- 
regarding transport undertakings. 

Limited though their funftion be, die canals 
worth purchasing might well become part of the 
undertaking of the British Transport Corpora- 
tion, thus enabling them to be improved where 
that was justified and in any case used in con- 
scious relationship to the services of road and rail 
transport. The socialisation of coaSt-wise ship- 
ping may wait or may be included, or may be 
socialised as a service carrying its own adminis- 
tration related to inland transport. At the 
moment it does not press, but similar principles 
should logically be applied to air transport 
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which, within limits, is destined to play a growing 
part in the long-distance transport of passengers 
and certain classes of commodities, 

I shall discuss in some detail the Public 
Corporation proposed in the London Passenger 
Transport Bill and the organisation of public 
corporations generally. It would be wearisome 
to repeat the details here as applied to the national 
problem, and perhaps unwise even to appear to 
become committed to too much detail in advance 
of the ministerial elaboration of a concrete 
scheme. But the main principles are clear for, 
sub j eft to suitable adaptations and modifications, 
I would propose to apply in principle to the 
problem of transport nationally the scheme em- 
bodied in the London Passenger Transport Bill 
as it was introduced by the Labour Government. 


104 



CHAPTER VII 
Preparing the New Policy 

H E IS A FORTUNATE MINISTER WHO IS CALLED 
upon to deal with a big problem to which 
he has given close attention over a period of 
years. He is Still more fortunate if circumstances: 
enable him to examine the problem, not merely as 
a matter of politics for the purpose of evolving 
formulae and slogans, but as a matter of business 
and organisation, and — -so far as is possible for a 
non-technician — as a matter of technical manage- 
ment. Soon after its establishment in 1914, the 
London Labour Party, whose Secretary I became 
in 1915, devoted considerable attention to the 
London transport problem. It was part of my 
duty, therefore, to become familiar with the 
official reports on the subject, and to prepare 
Statements of policy for Party declarations and 
for Government inquiries. I got to know a 
number of people in the industry and discussed 
with them its problems. Finally my membership 
of the London County Council and, for a period, of 
its Highways Committee, which manages the tram- 
ways, gave me a closer insight into the practical 
working of a great transport undertaking. The 
experience I gained as a non-professional advocate 
before the Railway Rates Tribunal, on behalf 
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of the Trades Union Congress and the Labour 
Party on the occasion of the Tribunal’s proceed- 
ings on the determination of Standard rates and 
charges, where I heard lengthy arguments be- 
tween the lawyers and the General Managers 
and technical officers of the railway companies, 
afforded me additional knowledge as to the 
finances and operations of the amalgamated 
railway companies. Despite these advantages, 
however, I soon learned that there is a great 
difference between drafting a paragraph on 
London transport for the London County Coun- 
cil Election Manifesto of the London Labour 
Party and the preparation of an important Parlia- 
mentary Bill incorporating a practical solution of 
a big and complex problem. 

During the few weeks I had been Minister of 
Transport, and before the Traffic (Co-ordination) 
Bills were rejeded, I had given additional thought 
to the various pradical aspeds of policy, and now 
had available all the information in the possession 
of the Ministry of Transport. It was an enor- 
mous advantage to command the resources of a 
State department and to be able to give instruc- 
tions for the preparation of memoranda and 
reports, whilst retaining policy in my own hands. 
I was deeply indebted to the able officers of the 
Ministry of Transport for the loyal assistance and 
support they gave. The popular fidion that the 
civil servants are anxious to foist their own policy 
upon Ministers, is not true in my experience. 
The civil servants like their Minister to do well; 
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they feel personally humiliated if he makes 
blunders ; they take enormous pains to give him 
all the fails and to warn him against pitfalls. If 
they think the policy he contemplates is wrong 
they will tell him why, but always on the basis 
that it is for him to settle the matter. And if the 
Minister, as is sometimes the case, has neither the 
courage nor the brains to evolve a policy of his 
own, they will do their best to find him one; for, 
after all, it is better that a department should be 
run by its civil servants than that it should not 
be run at all. 

It was my task to change the policy which had 
so far been pursued by the Ministry of Transport. 
We argued it all out; we examined all the 
“ snags ” which the civil servants found for me 
and which I found for myself in plenty; but at 
the end of the discussions when I made it clear 


what the policy was to be, the civil servants not 
only gave of their best to make my policy a suc- 
cess, but nearly worked themselves to death in 
labours behind the scenes, in the conduit of 


various secondary negotiations, and in the hand- 


Lords and Commons — where there were only three 
Labour Members out of a total membership of ten. 

Responsibility for policy rests upon Ministers 
whether they are weak or Strong, and it is impor- 
tant that the civil servants should be the instru- 


ments, and not the masters of policy. They 
would have been juSt as loyal to a Conservative 
Minister; and that is well. 
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In the preliminary examination of policy, I 
received valuable help from the late Mr. William 
Graham (who was a keen supporter of my Bill), 
Mr. Pethick Lawrence, and Mr. Ben Smith, who 
had become personally familiar with London 
traffic problems, both as a member of the Traffic 
Advisory Committee and as an officer of the 
Transport Workers’ Union. 

§ Government Policy Announced 

In the meantime, on December and, 1929, I 
was authorised to make the following declaration 
of policy on behalf of the Government in answer 
to a question by the late Mr. Harry Gosling : 

“ With the leave of the House, I will make a 
Statement which the Prime Minister has 
authorised. 

“ The Government have now examined the 
London traffic situation. We agree with the 
opinions expressed by the London and Home 
Counties Traffic Advisory Committee that no 
lasting solution of the dual problem of the con- 
gestion of the Streets and the provision of proper 
facilities for the travelling public will be found 
unless further Steps are taken towards eliminat- 
ing uneconomic and unnecessary competition. 

“ We also agree generally with the Com- 
mittee that a far-reaching measure of unifica- 
tion under public control is essential to progress 
and that on the other hand ‘ given unified 
management, and efficient operation of the 
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various passenger transport agencies in the 
London traffic area, there is little doubt that 
the consequent elimination of the present 
wasteful competition would result in sufficient 
revenue being obtained from the operation of 
the several undertakings at the present level of 
fares as to leave, after meeting all legitimate 
claims and obligations, a margin available to 
attract fresh capital sufficient to provide for a 
programme of Steady and continuous develop- 
ment of the traffic facilities of the area/ 

“ The objed, then, must be to bring about, 
so far as possible, a co-ordinated system of 
passenger transport so managed that earnings 
shall be sufficient to meet all proper charges, 
including reasonable remuneration of capital. 

“ We have given the closest attention to the 
form which the pooling of resources and co- 
ordination of management thus indicated 
should take, and we have come to the con- 
clusion that the ends in view can be fully 
.achieved and that the public interest can be 
fully safeguarded only if existing sedional 
financial interests ate consolidated by the sub- 
stitution of a single and simple form of public 
ownership for the complicated network of 
separate interests, private and municipal, which 
now add so greatly to the difficulties of the 
situation. 

“We shall, therefore, proceed at once to 
explore with all the interests concerned, and 
with the assistance of an eminent chartered 
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accountant, a plan for the complete consolida- 
tion upon fair and equitable terms of the 
passenger transport agencies now providing 
services by omnibus, by tramway or by local 
railways in the London traffic area. We hold 
that in any such scheme all the existing muni- 
cipal interests should be included from the 
Start. The relations to be established between 
the consolidated enterprise and the amalga- 
mated railways is an important point which 
merits and will receive careful consideration. 

“ While the Government have decided that 
the principle of public ownership should be 
applied, they desire to make it clear that their 
intention and aim will be to assert and effec- 
tively to provide for the principle of commer- 
cial management of a self-supporting, con- 
solidated transport system, thus ensuring the 
advantages of vigorous business enterprise. 
We take the view that with efficient manage- 
ment the potential earnings of London passen- 
ger traffic, fully co-ordinated as we propose, 
are such 'that no form of liability need be 
entailed upon public funds or public credit, 
and upon that assumption we shall proceed. 

“ In conclusion I would add that, in view of 
the intricacy of the matters to be pursued, no 
further Statement is to be expefted for some 
time.” 

As an indication of the way these things some- 
times happen, the reason for making diis State- 
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ment of policy is perhaps of interest. We were a 
minority Government, but even if we had had a 
majority, negotiations with the interests con- 
cerned would have been desirable. Negotiations 
involving many millions of capital have to be 
carefully conducted and, in the circumstances 
with which we were faced, it was undesirable 
for a premature announcement of Government 
policy to be made in case it blew the negotiations 
up in the air. The Editor of the Daily Herald 
telephoned me at home on Sunday night, Decem- 
ber iSt, 1929, and outlined to me a Story he had 
got and which he proposed to publish in the 
next day’s paper outlining the Government’s 
London transport policy. It would have made 
our task infinitely more difficult if the unauthor- 
ised Story had been published. I therefore in- 
formed the Editor of the Daily Herald that I could 
not accept the accuracy of the Story, that it would 
greatly embarrass us if it were published, and 
that, in any case, I should be glad if he would hold 
it over for twenty-four hours until I had con- 
sulted the Prime Minister. It was a dilemma for 
both of us. The Editor had got hold of what 
the journalists call a good news Story which 
he believed to be substantially accurate. If he 
had not consulted me and had published it, I 
should have been cross, but I could not have 
blamed him; but as the Editor of a Labour news- 
paper he naturally paid heed to my wishes. So 
the Story was killed for twenty-four hours. : 

The next morning (Monday, December 2nd, 
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1929), 1 consulted with the Prime Minister and 
the Chancellor of the Exchequer. In the end we 
all thought it best that a public Statement of 
Government policy should be made at once, 
rather than that there should be a necessarily 
incomplete Story of Government policy pub- 
lished in a Labour newspaper which would have 
been regarded as inspired by the Government 
itself. I am bound to say, as something of a 
journalist myself, that I felt rather ashamed 
for out-scooping the Daily Herald. But as 
journalists do not take too much account of the 
convenience of Ministers, perhaps they have not 
a great right to grumble if Ministers do not 
always take too much account of the convenience 
of journalists. Anyway, I muSt plead the 
supreme interest of the State, and if an apology is 
due to Mr. W. H. Stevenson, who is Still the 
able Editor of the Daily Herald, here it is ! 

The Government was thus committed to 
announce earlier than was anticipated the broad 
principles upon which its handling of the problem 
would proceed. 

The preparation of the Bill and negotiations 
with the interests could not proceed as rapidly 
and intensely as I desired, for during the first half 
of 1930, all of us at the Ministry of Transport 
were heavily occupied with the Road Traffic 
Bill, which became the Road Traffic Aft, 1930. 
This was a big Bill containing much detail and 
involving a great deal of negotiation with a large 
number of transport interests, including the 
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Trades Unions. The Parliamentary handling of 
the Bill was a heavy job, the Committee Stage 
lasting about four months, some obstruction 
taking place over a fair part of the period. What 
work on the London Bill could take place, how- 
ever, was pushed forward. 

§ Difficulties Ahead 

One of the difficulties — a not unusual one in 
any Government — was that I had no guarantee 
that a definite place for the Bill would be found 
in the Parliamentary session of 1930-31. More- 
over, the policy to which the Government had 
become committed was somewhat audacious for 
the Parliamentary circumstances in which we were 
working. Whilst the big issues raised were an 
attraction rather than otherwise to me, I could 
not exped everybody else to feel the same attrac- 
tion. There is a great deal of competition among 
Ministers to get places for their Bills in the King’s 
Speech, and none of the other legislation raised 
the issue of public ownership. 

And certainly there were plenty of big diffi- 
culties to contemplate. My own Party had never 
worked out its socialisation proposals in Govern- 
ment Bills. The Party has now got to the Stage 
of working out socialisation schemes in some 
detail — in the view of some critics, too much 
detail — such as those presented to its Annual 
Conference at Leicester in OCtober, 1932; but in 
the days of the second Labour Government its 
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ideas were by no means clear. There was the 
view represented by the earlier assumptions of 
ordinary State Department nationalisation ; there 
was that of orthodox municipalisation, or man- 
agement by municipal joint committee; there 
were the vague ideas about workers’ control, 
Guild Socialism, and some even .bordering on 
Syndicalism. We had to fit platform speeches, 
vague Party declarations, and the actual fads, into 
a detailed Parliamentary Bill to be promoted on 
the responsibility of the Government. 

It was inevitable that the Government’s Bill 
would not completely accord with any of the pre- 
conceived “ principles ” of the Party, excepting 
the really vital principles of public ownership and 
management for public ends. Yet it was essen- 
tial that we should carry the Party substantially 
with us. So a good deal of quiet educational 
work had to be done in the ranks of Labour itself. 
I was very anxious that the management of the 
undertaking should be efficient, and 1 that the 
scheme should be a public business success; 
I was confident that the Labour Party would 
take the same view. 

Generally speaking, the Labour Party accepted 
with keenness the policy upon which we went 
forward; mod of the theoretical apprehensions 
which were raised in Socialist circles were cleared 
away as the policy became better understood. 
Indeed, the policy behind the London Passenger 
Transport Bill has now been officially submitted 
to the Trades Union Congress by its General 
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Council and to the Labour Party Conference by 
its National Executive; it is fair to add, how- 
ever, that difficulties on certain aspefts of the 
policy arose for the General Council and the 
Executive at the Congress and the Conference. 

We had to assume the possibility of Strong and 
bitter opposition from the Conservative Party. 
However much the Bill provided for efficient 
management, the Conservatives were bound to 
boggle at the principle of public ownership. In 
any case they were the official Opposition and 
much preferred to oppose Government legisla- 
tion. Nevertheless, despite their official attitude 
of opposition, we were in faff successful in taking 
the conviftion out of a great deal of it. I made 
a good many speeches in non-Labour quarters 
urging the policy of the Bill as sound public 
business, and asking that it should be judged on 
that basis and not on that of political dogma. 
The Conservatives were reminded, moreover, 
that they themselves were responsible for such 
socialistic legislation as the nationalisation of the 
telephones, the socialisation of London water 
supply, the socialisation of broadcasting, and 
gross interference with the management of the 
eleftricity undertakings under the Eleftricity 
Supply Aft, 1926, which established the Central 
Eleftricity Board — a public corporation. The 
Conservative party had often been denounced as 
the party of monopoly, and we could not concede 
its right to monopolise Socialist legislation! It 
was reasonable not to anticipate difficulties with 
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the Liberals, for their own Yellow Book, 
Britain's Industrial Future , was not out of sym- 
pathy with our plan; but one never knew what 
the Liberals would do, and it was very doubtful 
how far the Liberal M.P.’s took the Yellow Book 
seriously. In the event, however, the Liberals 
Strongly voted for the Second Reading of the Bill, 
and Mr. E. D. Simon, their Commons’ represen- 
tative on the Joint Seleci Committee, voted for 
the preamble of the Bill. 

Apart from difficulties with Parliamentary par- 
ties, we were faced with the terrible problem of 
Parliamentary time and procedure. Under exist- 
ing conditions of Parliamentary business, few 
fir St-class Bills could get through and this Bill had 
to be a hybrid Bill, that is to say, something be- 
tween a Public Bill and a Private Bill; the main 
Committee Stage had to be taken before a Seledt 
Committee, the Government and the interests 
being represented by a great array of Counsel and 
witnesses. We succeeded in making the Com- 
mittee a Joint Seleffi Committee of Lords and 
Commons, thus amalgamating what would have 
been two Seledt Committee Stages into one, but 
even so the proceedings lasted thirty-five days 
and with other preliminaries coSt the Government 
over £40,000, which is to be recovered from the 
Board when established. On the Committee itself 
Government supporters were bound to be in 
a minority: it was a committee of ten, five from 
the Lords and five from the Commons, and it was 
constituted roughly according to the balance of 
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the patties in the two Houses — five Conservatives 
(three of them Peers); two Liberals (one a Peer 
who was unable to attend), and three Labour 
men (one of whom was a Peer). Seledt Com- 
mittees are constitutionally assumed to be quasi- 
judicial. The two Conservatives from the House 
of Commons were Sir Henry Cautley, who, I 
suspedt, rather likes killing Bills, and Sir Basil 
Peto who had 'a reputation as an obstructionist in 
the House, but who was more human than Sir 
Henry Cautley. The Chairman of the Committee 
was Lord Lytton (a Conservative) ; he had much 
more regard for the rights of property than I had 
but he had a great sense of fair play and at no 
time exploited his position as Chairman for the 
purpose of playing the party game against a 
Labour Government, 

So much for the Parliamentary problem that 
lay ahead. Let us take a glance at the troubles 
that awaited us outside St. Stephen’s. There were 
the local authorities whose tramways I was pro- 
posing to transfer to another public authority, 
on the basis of no profit and no loss. There was 
juSt a possibility of getting the Conservative 
London County Council to take a big public view, 
but the chances were that it would play the party 

f ame against a Labour Government and do its 
eSt to be revenged on a Labour Minister who 
had killed its scheme of transferring the municipal 
tramways to the management of a private com- 
pany. In the event, it was juSt about as trouble- 
some as it could be, although we finally agreed 
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as to financial terms. The City Corporation was 
a pleasant contrast. It would be a big task to 
remove opposition by the London Traffic Com- 
bine, but Lord Ashfield was a big man who had 
consistently favoured consolidation in London 
passenger transport; nevertheless, the final nego- 
tiations with him would be heavy and complex, 
and his fellow dire&ors and shareholders might 
not be as ready as he to take big views. The 
Metropolitan Railway was likely to — and did — 
prove difficult, and the independent omnibus 
proprietors were bound to fight, since, protected 
toy the London Traffic Aft, 1924, they were enjoy- 
ing a regular Tom Tiddler’s Ground of high 
profits and quick returns. Trouble was also 
anticipated with the proprietors of the latest form 
of London transport, namely, the motor coach — 
and trouble came. Finally, the main line railways 
could make themselves a big source of Parlia- 
mentary difficulty, for whatever the Conserva- 
tives might say about the inefficiency of public 
ownership, the main line companies would cer- 
tainly fear the efficiency and powerful competi- 
tion of the new public board which I proposed to 
establish. 

§ Meetings with Exitfing Undertakings 

However — with a large number of people re- 
garding me as a mad young optimist who was 
riding for a fall — I went forward. On the 
Labour party platform and on appropriate occa- 
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sions at non-Labour functions, I endeavoured to 
prepare the public mind and to convince it of the 
necessity of making a clean job of this baffling 
problem of London transport. By October, 
1930, the Government was ready to inform the 
local authorities and the company interests of 
its proposals in greater detail, immediately after- 
wards issuing the following Statement to the 
Press : 

“ The Minister of Transport (Mr. Herbert 
Morrison) announces that during the laSt two 
days he has met in successive conferences re- 
presentatives of the various bodies concerned 
with the provision of passenger transport in 
and around London. He was accompanied by 
the Parliamentary Secretary to the Ministry 
(Lord Ponsonby) and the bodies represented 
were the following : — the local authorities own- 
ing tramways in the London Traffic Area, 
namely the London County Council, Middle- 
sex and Hertfordshire County Councils, the 
County Boroughs of Croydon, EaSt Ham and 
We^t Ham and the Barking, Bexley, Dattford, 
Erith, Ilford, Leyton and Walthamstow Coun- 
cils, the Underground Group of Railway, 
Tramway and Omnibus Companies, the Metro-, 
politan Railway, The Association of London 
Omnibus Proprietors, Messrs. Thomas Tilling, 
Messrs. Tillings and British Automobile Trac- 
tion Company and the four Amalgamated 
Railway Companies. 
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“ Mi*. Morrison thanked the authorities and 
the companies for the assistance which in 
general they had given to Sir William McLintock 
in the inquiries which he had been conducing on 
behalf of the Government, and explained that 
while these inquiries were not yet in all re- 
speeds complete, the Government proposed to 
proceed at once with the objeft of introducing 
legislation, and to open discussions at a very 
early date. In view of the admitted urgency 
of the matter, it was desirable that there should 
be no avoidable delay. 

“ Mr. Morrison said that he had always felt 
that there was an urgent need for a wide 
measure of co-ordination of the undertakings 
engaged in passenger transport in the London 
area. Recognition of this need had not been 
confined to any one political party or to any 
one group of interests concerned in London 
Transport. It had been recommended in vary- 
ing forms by successive Commissions and Com- 
mittees who have considered the question of 
Transport in London, culminating in the report 
of the London and Home Counties Traffic 
Committee issued in 1927 and widely known 
as the Blue Report. 

“ Where there had been some differences of 
opinion was as to the measures to be adopted 
to bring about the desired end. In other 
words, there had been a general unity of 
opinion as to the end to be achieved, but 
considerable diversity as to the means. 

120 


PREPARING THE NEW POLICY 

“ When he came into Office this subject 
formed one of his first preoccupations. Mr. 
Morrison recalled the announcement which he 
made in Parliament on the 2nd December, 
1929. In that Statement the Government had 
outlined its policy as follows : 

(i) That uneconomic and unnecessary com- 
petition muSt be eliminated. 

(ii) That the objects in view could beSt be 
achieved by securing unification under 
public control of passenger transport by 
omnibus, tramway or local railway in 
the London Traffic Area. A single and 
simple form of public ownership should, 
therefore, be substituted for the compli- 
cated network of separate private and 
municipal interests now existing. 

(iii) The principle of public ownership 
should be combined with the principle 
of commercial management, thus en- 
suring the advantages of vigorous busi- 
ness enterprise. 

“The Government believed that by this 
means London Passenger Transport as a whole 
could be made a sound business proposition 
ensuring a safe and reasonable return to the 
capital invested in it, by the elimination of waste 
and a Steady and progressive development of 
the facilities required m the public interest. 

“ The Government accordingly proposed to 
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create a new Statutory public body, which 
would embrace: 

The railway, omnibus and tramway under- 
takings controlled by the Underground 
Eleftric Railway Company of London 
Limited; 

The Metropolitan Railway; 

The Tramway undertakings owned by Local 
Authorities within the London area; and 

Other omnibus undertakings operating with- 
in the London area. 

“ This new body would be charged with the 
future management, operation and mainten- 
ance of one consolidated undertaking, and with 
the duty of making provision for further 
facilities as and when required. 

“ It was not to be assumed that the above list 
of undertakings was necessarily exhaustive. 
There might be other undertakings allied to 
those mentioned which for various reasons it 
might be deemed necessary or expedient to 
■acquire. 

“ Dealing with the position of the suburban 
lines of the amalgamated railway companies, 
the Minister said that in view of the fad that 
they are inextricably bound up with the main 
lines there would be great difficulties in bring- 
ing these lines into any scheme of unified 
ownership, and that the Government did not 
contemplate that the existing ownerships should 
in this case be disturbed. 
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“ Arrangements should, however, be made 
which while having proper regard to the 
public interest, would be fair to the amalga- 
mated companies and would enable the subur- 
ban lines, which play an important part in 
carrying London’s passengers, to discharge 
their proper function in a fully correlated 
scheme of transport. 

“ In proposing the transfer of these public 
transport services to public ownership under 
a body of the nature mentioned the Govern- 
ment was not taking a leap in the dark. Already 
Parliament had recognised the necessity in 
many cases of entrusting essential national or 
local services to public bodies of this nature, 
such as the Port of London Authority, Metro- 
politan Water Board and the Central EleCtricity 
Board. 

“ The Minister proceeded to deal with 
certain leading aspeCts of his proposals. 

“ He said that he had given very careful 
consideration to the nature of the traffic 
authority. He Started with a bias in favour of 
a joint municipal body representative of the 
local authorities in the area, but in the end he 
came to the conclusion that for this particular 
task it would not be the appropriate type of 
Authority. He had himself served on a num- 
ber of indireCtly elected ad hoc bodies function- 
ing in Greater London. They had done very 
good work, but he did not regard them as a 
fully satisfactory instrument of local adminis- 
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tration, and much less could he regard such a 
body as being suitable for conducing a huge 
business enterprise requiring day-to-day de- 
cisions on matters such as would confront the 
proposed combination of transport under- 
takings. It would be difficult for leading 
members of the Local Authorities to find time 
to serve on a new joint municipal body if it 
were, established, and its numbers would in- 
evitably make it unwieldy. Further, his own 
experience of joint authorities was that there 
was too much ‘ joint ’ and not enough 
4 authority ’ about them. If there had been a 
dire&ly defied municipal body covering a wide 
area already in existence, the situation might 
have been different. 

“ The Government, of course, recognised 
that the constitution of the Board was a matter 
of the greatest importance. While they had 
not come to final conclusions as to its precise 
composition, they aimed at combining busi- 
ness-like management with public ownership 
by the creation of a small Board consisting of 
persons of proved business capacity. Every 
effort would be made to secure the services of 
a Chairman who would combine business 
acumen and vigour with wide knowledge and 
experience, and who could be trusted to ensure 
that the appointment of officers of the Board 
would be governed by considerations of 
efficiency. 

“ The Government intended that the Board 
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would be such as would command the con- 
fidence both of the investing public and of the 
users of transport in London, and that proper 
contact should be maintained between the 
Board and public opinion. Such a Board 
should funftion as freely as possible from 
political interference so far as questions of 
management were concerned. 

“ Provision would be made in the Bill for 
securing fair and proper treatment for officers 
and employees of the undertakings to be taken 
over. He was anxious to utilise the experience 
and abilities which existed in the present 
undertakings. 

“ Mr. Morrison said that it would be unde- 
sirable in advance of the discussions to lay 
down definitely the sphere of operation of the 
Traffic Board. It was, however, fairly obvious 
that all passenger services by road which 
served London and its immediate surroundings 
must be concentrated in the hands of the 
Board. At the same time regard should be had 
to the provision of through facilities where 
public convenience so demanded, and it 
might, therefore, be undesirable to define too 
rigidly the area over which the Board might 
operate, or to limit their a&ivities entirely to 
the area, whatever it might be, for which they 
would be responsible. Long distance road 
services between London and provincial cen- 
tres would require to be considered in relation 
to the fun&ions and powers of the new Board, 
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only in so far as they might compete with the 
services to be provided by the Board by pick- 
ing up and setting down passengers within a 
prescribed distance of London. 

“ The new Authority would have no in- 
terest in extending particular forms of transport. 
It would have no tramway, tube or omnibus 
bias. Its transport policy would be deter- 
mined by technical faft and the public interest. 
It would be able, as no present undertaking 
could, to look at London passenger transport 
as a whole, Any attempt to solve the problem 
on the basis of a private monopoly would 
involve setting up an elaborate superstructure 
of official regulation, check and control. 

“ The Minister invited the various parties to 
appoint representatives to continue discussions 
in detail.” 

§ The Bill Proceeds 

From this Stage, the heavy work of negotiation 
with the owners of the various undertakings pro- 
ceeded with all possible intensity. On March 23rd, 
1 93 1 , the Commons gave the Bill a Second Reading 
by 271 votes to 224; at that time no agreements 
had been made with the existing undertakings. 
Soon after the commencement of the Joint Seleft 
Committee Stage, however, we had settled with 
the London Traffic Combine, the main line rail- 
ways, all the Municipal Undertakings except Ilford 
and Bexley (which wanted more compensation but 
otherwise supported the Bill), the London County 
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Council (with whom I settled on compensation, 
but who opposed the Bill in certain other respects), 
and most of the motor coach proprietors, I was 
unable to settle with the Metropolitan Railway, 
whose opposition 1 suspedted to be partly poli- 
tical, the independent omnibus proprietors, the 
motor and tramcar manufacturers, and certain 
others. But the settlements embraced under- 
takings carrying the vast bulk of the passenger 
traffic in the London traffic area, an infinitely 
greater degree of success than was anticipated. 
They knew all the difficulties facing a minority 
Government; they knew that if they could keep 
the Seledb Committee Stage going long enough 
they could put the Bill in great danger — and 
they knew that I knew. On the other hand they 
knew that I was determined, and some of them 
began to see that the Bill was on sound business 
lines; so there was some incentive to come to 
terms. 

Despite the large measure of agreement 
achieved, however, the time-wafting possibilities 
of Private Bill procedure — shown by the faft 
that the Bill was before the Seledf Committee for 
thirty-five days— were aggravatingly large. This 
procedure, nevertheless, has its value. The ex- 
amination and cross-examination of witnesses 
(including the Minister) and the arguments of 
Counsel, put a Bill on its mettle; it muSt be a 
good Bill to withstand it. But even a Govern- 
ment with a majority on such a Committee is in 
a much weaker position than it ought to be in 
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negotiating with interests who can waste an 
enormous amount of time. If socialisation is to 
proceed with the rapidity which I conceive to 
be necessary, the procedure my Bill went through 
will have to be altered. In particular, the Govern- 
ment should have effe&ive control of the time- 
table. The Minister in charge of a Government 
hybrid Bill is liable to be exasperated when he can 
only attend the Select Committee handling the 
Bill as a visitor in the same way as any other 
Member of Parliament who is not on the Com- 
mittee, and when all the arguments must be con- 
cluded through Counsel and witnesses. True I 
was heard for two days, because the Opposition 
wanted me to be called as a witness on policy. I 
was called away from a Cabinet meeting for the 
purpose and spent a thoroughly enjoyable two 
days being cross-examined. But apart from this 
I could take no part except by way of giving 
instructions to Counsel and so on. _ Thanks to 
the irresistible soundness of the Bill itself, to the 
brilliant advocacy of Mr. Wilfrid Greene, ICC., 
and other Counsel for the promoters, and to the 
fair-mindedness of Lord Lytton as Chairman, the 
Bill emerged from the Joint SeleCt Committee 
with some alterations which I regretted, but 
nevertheless Still intaCt so far as its basic principles 

were concerned. 

The Bill Still had to go to the House of Com- 
mons for Committee and Report Stages and Third 
Reading, and for all its Stages in the House of 
Lords. There were some difficulties ahead, 
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particularly in the House of Lords, but I believe 
that the Bill was so sound and had earned so 
much support that we should have got it through. 
But juSt as the Traffic Co-ordination Bills of the 
London County Council and the Combine had 
not reached the Statute Boole before a General 
Election came, so a General Election occurred 
before the Labour Government’s Bill had passed 
into law. Within a few weeks of the Seleffc 
Committee Stage being completed, the Labour 
Government was out of office and our Bill was 
at the mercy of the new Coalition Government. 
Within a few further weeks the General Election 
had taken place, and an overwhelming Conser- 
vative majority had been returned as part of the 
Coalition, the Minister of Transport in the Labour 
Government losing his seat. Confident declara- 
tions were made in interested quarters and in the 
Conservative Press that the London Passenger 
Transport Bill would be dropped. The Govern- 
ment itself would make no clear declaration of 
policy. But the Bill was a good Bill; over 
.£ 40,000 of public money had been spent upon 
it; the greater part of the difficult work had been 
done by the Labour Government; if the Bill 
were dropped the problem would remain and the 
new Government or some other Government 
would be embarrassed by it sooner or later. 
These considerations were evidently present in 
the minds of both “National” Coalition Govern- 
ments. Resolutions were brought forward carry- 
ing the Bill over into the new Parliament, and 
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again into the Session of 1932-33; the Bill was 
proceeded with, having now 1 passed Third Read- 
ing in the House of Commons by 232 votes to 
46, The Minister of Transport (Mr. Pybus) 
brought up Government amendments— which 1 
regard as thoroughly bad and foolish but the 
measure has gone forward. 

1 February, 1933- 



CHAPTER VIII 

The Management of Socialised Industries 

I N EARLIER DAYS IT WAS ASSUMED — PERHAPS 

with more emphasis by anti-SocialiSts than 
by Socialists — -that socialisation could only take 
two forms : State department nationalisation 
with the Minister responsible for management; 
and municipalisation under the Council and its 
appropriate committee. I should not hesitate to 
defend these forms of socialisation as against 
ordinary capitalist commercialism, but this must 
not prevent our considering whether in appro- 
priate cases more suitable forms of management 
and direftion of publicly owned industries is 
not possible. Indeed we shall be wise not to 
reach finality in our conclusions respefting any 
system. For, juSt as we have learned from experi- 
ence in the paSt, we may be sure that practical 
experience and theoretical discussion may teach 
us much in the future. A Study of the economic 
history of Russia since the Bolshevik revolution 
of 1917 should make all of us cautious in regard- 
ing any managerial technique as the last word. 

In his criticism of State and municipal enter- 
prise, the anti-SocialiSt has drifted far from truth, 
and has been unjuSt to the general body of civil 
servants and municipal officers. He has spread 
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the idea that the Civil Service is a mass of heart- 
less bureaucracy. Yet my experience of civil 
servants was that they were cautious to the point 
of nervousness in the use of Ministerial powers; 
that they were always anxious to consult with and 
propitiate, where possible and proper, bodies 
affeaed by a proposed Ministerial Order; that 
they were anxious not to outrage public opinion; 
and that they were greatly concerned to preserve 
the legitimate liberty of the sub j eft. Although it 
was my business as a politician to be sensitive to 
public opinion, I often thought that the civil 
servants were excessively cautious in these 
matters; more than once I felt it my duty to set 
their fears aside. 

The belief of the anti-SocialiSt that the State 
departments are the home of commercial incapa- 
city is also unsound. A high degree of adminis- 
trative skill, organising ability, financial and eco- 
nomic astuteness, and even commercial prowess, 
is to be found in the ranks of the Civil Service. 
The organisation of a great State department is 
no light task. Although, like any other big 
organisation, it may be open to criticism in par- 
ticular respefts, as a whole its work is very well 
done. The complaint of the anti-SocialiSt payer 
of income tax is not that the civil servants who 
organise its collection are inefficient, but rather 
that they are “ too damned smart.” The organi- 
sation and business ability of the PoSt Office 
compares, I suggest, not unfavourably with that 
of tne four amalgamated railway companies. 
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The speed and regularity with which letters and 
parcels are distributed and telegrams delivered 
are anything but discreditable; and even the 
telephone service — which 1 hesitate to mention 
because of the prejudice which has been inspired 
against it ! — is, surely, definitely superior to that of 
the old National Telephone Company, even though 
we have reason to curse wrong numbers from 
time to time. A Study of the preface to the tele- 
phone dire&ory reveals the wide and expanding 
variety of facilities available. In dealing with the 
great business matters with which it was concerned 
in the war the British Civil Service rose to great 
heights, even if we make every allowance — and 
perhaps some people make too much allowance — 
for the help which was called in from the business 
men. Even an anti-SocialiSt Government could 
not permit capitalist enterprise to run without 
control the industrial side of the war: it would 
have over-lapped, made blunders, and robbed 
public funds even more than it did, had it not 
been supervised and mobilised for the public 
service by the State departments. Moreover, 
there is a splendid tradition of public service, 
loyalty, and incorruptibility in the British Civil 
Service. It is an institution of which we have 
reason to be proud. Those who roundly abuse 
it are either ignorant or unjuSt, or both. 

Having regard to the faffc that they are re- 
cruited by a large number of separate local 
authorities without any proper national Standard 
of competence, one cannot generalise as much in 
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forming an estimate of the ability of local govern- 
ment officers. Their field of operations is more 
restricted than that of the State departments. It 
would be wrong to make an analogy between 
local municipal officers and the leading men in 
the great national industries. But the Standard of 
out municipal officers, certainly those employed 
by the larger and more responsible local authori- 
ties, is on the average high. They have a Strong 
sense of public duty and they have manifested 
great skill in the organisation and administration 
of the local government services. If one com- 
pares the municipal ele&ricity undertakings fairly 
with those of the companies as a whole, I think 
one must conclude that the municipal under- 
takings are superior, and whilst, owing to limita- 
tions of area and Statutory powers, municipal 
transport has been hampered as compared with 
company passenger transport, municipal enter- 
prise in transport has done great things. 

We mu§t, therefore, take the anti-Sociali$t 
criticisms of the Staffs of our State and municipal 
departments with a grain of salt. We muft allow 
for the fa£t that, juSt as members of Labour 
organisations exercise to the full the right of 
going for their own leaders and officials whilst 
defending them from outside attack, so the 
British public has a great liking for criticising 
undertakings which belong to it, whilst humbly 
refraining from any tiring like the same degree of 
criticism against private enterprise business. The 
curious tiling is that when they are off the political 
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l platform or otherwise removed from the atmo- 

sphere of party controversy, good Conservative 
anti-SocialiSt Statesmen and municipal leaders will 
i pay the highest tribute to the competence, enter- 

| prise, and honesty of the Civil Service and the 

1 municipal Staffs. Moreover, one knows that 

f many Conservative politicians and local Coun- 

cillors have not so much competence themselves 
| that they can do without the support and the 

f guidance of their officers. It is usually the case 

that the man who goes to a local authority pub- 
licly assuring the debtors that he will keep the 
officers in their place is the first to become far too 
much a slave of the officers! When, therefore, 
some of the local and national politicians de- 
j nounce State and municipal enterprise because 

: of the incompetence, or worse, of public officers, 

I feel a little disgusted, for I know that in moSt 
j cases these critics will say the opposite in private, 

j and are, in fa£t, dependent for much of what suc- 

cess attends their public work upon the services 
y d rendered to them in the public interest by this 
I alleged inefficient bureaucracy. 

If I have taken space to pay what is a very 
sincere tribute to our public servants and to the 
organisation of our public administration, it mu St 
not be thought that I am satisfied with State 
department and municipal organisation as the 
i basis for the management of all national and local 

industrial undertakings. 

I would not die in the laSt ditch to preserve the 
■ present organisation of the PoSt Office as a State 

135 


SOCIALISATION AND TRANSPORT 


department; but in the case of the postal sendees 
which' — although they certainly cannot be re- 
garded as merely routine — are of a fairly regular- 
ised and systematic charafter, there is not a Strong 
case for disturbing their present Status. The 
proposal of the Bridgeman Committee to vest the 
management of the PoSt Office in the PoStmaSter- 
General aided, but not supplanted, by a Board 
of certain of his departmental officers meeting 
under his presidency, seems to me to be ir- 
relevant. MoSt Ministers have conferences with 
their officers from time to time; there never has 
been anything to prevent the PoStmaSter-General 
having such conferences every hour of the day if 
he wanted them. He could even call such con- 
ferences a Board if he thought it sounded nicer. 
So the Bridgeman Committee proposals seem to 
me to be neither here nor there, but merely to 
tend to obscure the responsibility of the PoSt- 
maSter-General. 

Again, if we were setting up a body not to 
manage but to supervise industries or services in 
private ownership, we might want a very different 
ldnd of body from that proposed for London 
passenger transport, and which the Labour 
Party’s National Executive has urged for trans- 
port nationally . 1 Yet a Still further variety of 
authority might be needed in the case of an under- 
taking whose funftions were partly commercial, 
but were very diredtly and intimately related to 

1 The National Planning of Transport, 2d.; labour Party, Trans- 
port House, S.W.i. 
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important considerations of State policy. I 
make these prefatory observations because I wish 
it to be perfeflly clear that the organisation I pro- 
pose for transport, and which I might urge in 
principle for other undertakings of a predom- 
inantly business or commercial chara&er, must 
not be regarded as a pattern to be applied uni- 
formly to all industries and services. 

Transport is or ought to be a very live and 
adaptable industry. It has intimate conta£t with 
the public. It is important that it should be quick 
to respond wherever possible to public wishes 
and desires; nay more, that it should anticipate 
them before they become vocal. Transport is a 
vital instrument of trade and commerce. It is 
desirable that it should be able with speed and 
decision to adapt itself to the changing needs of 
the modern world. It must be free, where expedi- 
ent, to pay the salaries and wages necessary to 
command the type of ability needed for its effi- 
cient conduct, without being held up because 
it would be embarrassing for the Treasury 
to pay out of relation to the wages paid by the 
Office of Works to a park-keeper in Hyde Park, 
or to the salary paid to the Secretary of the 
Ministry of Health. On the other hand, it is 
necessary that the management should be suffi- 
ciently free from those undesirable pressures 
associated with both public and private Parlia- 
mentary Strategy, political lobbying, and electoral 
“ blackmail.” Subject to whatever Ministerial or 
other checks or appeals may be provided in the 
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public interest, the management must be a respon- 
sible management and muSt be able to Stand its 
ground in the interests of the undertaking which 
is committed to its charge. If the iron and Steel 
manufacturers want an uneconomic freight for 
the transport of iron and Steel, it would be 
disastrous for them to be able to frighten the 
management with the prospect of Parliamentary 
pressure promoted by the M.P.’s representing 
the iron and Steel constituencies. Similar con- 
siderations arise as regards political or electoral 
pressure from other powerful industries, sections 
of the travelling public, or from the large body 
of people employed by the transport undertaking. 
It is better that avenues should be provided for 
the settlement of these conflicts outside politics, 
including proper provision for the negotiation of 
labour conditions between the Trades Unions and 
the management, without the Treasury on the one 
hand forcing the management to be unduly tight 
because of its fear of the effeCt of concessions on 
other departments, and the management on the 
other hand being afraid of the users and industrial 
labour because of their power at the polls. Justice 
must be done, the public must be protected, trans- 
port users, or transport workers must be provided 
with their appropriate and effective channel of 
complaint and settlement, but in the end these 
disputations must be determined by what Mr. 
and Mrs. Sidney Webb have called measurement 
and publicity, coupled with reasonable human 
considerations, rather than by political manceuvr- 
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ings, ta&ics, and pressures of an undesirable 
chara&er. 

These considerations must lead the Socialist, 
no less than the anti-SocialiSt, to ask himself 
whether State departmental management;, with 
direct Ministerial responsibility, is the appro- 
priate form of management for such business or 
commercial undertakings as transport, iron and 
Steel, ele£bricity, etc. And the Socialist must 
remember that he contemplates the socialisation 
of all the great industries and services, and that 
his policy of to-day muSt take account of the vaSt 
implications of the wide extension of that policy 
to-morrow. 

Socialism pre-supposes the public ownership 
of a large number and a wide variety of industries. 
If Ministers and Parliament were to be respon- 
sible for the management of all these industries 
we should have to contemplate a few consequen- 
tial problems. If a Minister were to be at the 
heacf of each socialised industry, fully accountable 
for its affairs, we should require a greater number 
of Ministers than is healthy for the proper func- 
tioning of Parliament, where the large bulk of 
the members should not have too direft a personal 
or material interest in the Government itself. 
Even so, although the Minister would, in a con- 
stitutional sense, be responsible for everything 
that happened in the industry, he could not in fad 
really manage the industry, even if he were per- 
sonally qualified to do so. In most cases he 
would not be so qualified, any more than the 
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predominantly commercial man is often a success 
in politics. This would be Still more the case if a 
series of industries were grouped under one 
Minister in order to reduce the number of 
Ministers required. In that case Ministerial con- 
trol and Parliamentary supervision would become 
more unreal. 

In either case there is this special objection 
from the Socialist point of view. If the Ministers 
of a Socialist Government are to be immersed in 
a large amount of detail connected with the 
management of industries which have been 
socialised, it will be physically impossible for 
them to give adequate time to the socialisation of 
other industries Still in private ownership. I have 
never swallowed the “Socialism in Our Time” 
slogan, because I have an inStinftive dislike of 
that kind of slogan, and partly because “ Our 
Time” is ridiculous as a measure of years as be- 
tween a veteran of eighty and an eighteen-year-old 
member of the Labour Party’s League of Youth. 
But I am all for speed. The vision of one 
Minister alone socialising two big industries 
in one year pleases me enormously; and it 
is a possibility. The pre-war ideal of Socialism 
in the dim and distant future pleases me less 
and less. Socialism for me is a policy for 
to-day and not for some indefinite day after 
to-morrow. But if Labour Ministers are to be 
choked up with the management of industries 
which have been socialised, the revolution of our 
“ Socialism in Our Time ” friends will be a slow 
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process, for Ministers will be fully occupied with 
current administration. The function of Labour 
Governments in the future will rather be to secure 
the socialisation of industry after industry under a 
management which can, broadly, be relied upon 
to go on with its work. And having done one 
good deed the Minister can let the people put in 
charge carry on with the work thus done, whilst 
he immediately sets about the other good deeds 
of socialisation which await his attention. It has 
always intrigued me, as the journalists say, that 
my “ Socialism in Our Time” friends take another 
view, which confirms me in the belief that the 
reputed left wing Socialists are really right 
wingers, or are among that class of persons 
which does not know left from right. If the 
petty bourgeoisie who tremble at the name of the 
man who never loses the chance to declare him- 
self a R-r-r-evolutionary Socialist knew him well 
enough, they would be tempted to regard him 
as a public benefaftor from their point of view. 

Direft Ministerial and Parliamentary responsi- 
bility would open the possibility of Parliamentary 
candidates at a General Eleftion and — -perhaps 
even more dangerously — at by-eleftions, being 
pressed energetically by various interests for 
concessions. Large elements of the deflorate 
would have a personal interest in prices and 
charges; they would be tempted to squeeze 
and the competing candidates tempted to 
promise. The bulk of the deflorate would 
be drawn from families direftly concerned with 
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conditions of employment in the publicly owned 
undertakings. In a number of constituencies — 
for example, mining, cotton, iron and steel, and 
ship-building — the workers of particular indus- 
tries would dominate the ele&oral situation. 
There would be a great temptation on the part of 
competing candidates to make irresponsible 
promises of support for better and better labour 
conditions. In framing their programmes the 
political parties would have to take these con- 
siderations into account in wording the eleftoral 
appeal aiming at the securing of votes. The 
election over, Members of Parliament would be 
the subject of Steady pressure from this or that 
interest and they in turn would pass the pressure 
on to the Minister or Ministers concerned. 
Members of Parliament would receive large 
numbers of letters from persons seeking employ- 
ment or promotion in the publicly owned indus- 
tries and complaining about wrongful disciplin- 
ary affcion or dismissal. Members of Parliament 
ought to refuse to aft on such applications for 
employment, but I know from experience that 
a number do so aft. The effeft of this would be 
to weaken the self-reliance and the general public 
responsibility of the managerial Staffs and, more- 
over, to weaken the authority and Status of the 
Trades Unions and conciliation bodies properly 
recognised in matters affefting conditions of 
labour. In a quiet way. Trades Unions have 
already had some reasonable apprehension as to 
the usurpation of their industrial funftions by 
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necessary to provide for intermediate joint 
municipal bodies. 

Having regard to the various considerations I 
have advanced in this chapter, we have, I suggest, 
to find an organ of economic management and 
administration, not for all services, but for those 
of the more commercial — a word which I am 
not now using in the capitalist sense — and less 
routine character. It muSt be a public body; 
there muSt be public accountability of an appro- 
priate form or forms; it mu St be efficient and 
speedy in aftion ; it muSt have a social conscience, 
a corporate spirit and a public purpose; the 
legitimate rights of the consumer muSt be safe- 
guarded; so also muSt those of labour in the 
industry. The new order of things will fail if the 
administrative and operative workers in the in- 
dustry, however humble their grade may be, do 
not have thrown open to them wide avenues of 
higher industrial education and of industrial self- 
government, wherever practicable and sound in 
the public interest; one of our purposes must 
be to end the twin doctrines of so much of 
capitalist industry, namely, that of once a work- 
man always a workman,” and the assumption that 
the less the worker at the bottom knows of what 
is going on at the top, the better. 

This brings us to the Public Corporation. 


CHAPTER IX 
The Vublic Corporation 


W E ARE SEEKING A COMBINATION OF PUBLIC 
ownership, public accountability, and 
business management for public ends. It will 
perhaps be useful if, before examining the general 
idea of the Public Corporation, I fir§t indicate the 
evolution of my proposals to deal with the special 
case of London passenger transport. 

When drafting the London Passenger Trans- 
port Bill, I found myself moving towards the 
following assumptions: that, as a general rule, 
it was somewhat inappropriate and undesirable 
that a State department should conduct a local 
service, even though it be a big local service such 
as London passenger transport; that municipal- 
isation was impraflicable as there was no one 
local authority covering the London traffic area — 
there were 168; and that management by a joint 
authority of the local bodies had nothing to 
commend it from the point of view of democracy 
and could not be relied upon for efficiency. 

From a fair degree of familiarity with the 
problem, I knew that the organisation and 
management of passenger transport in the Lon- 
don traffic area was already a subtle and complex 
business, requiring on the part of those respon- 
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sible for its direction an intuitive and almost 
uncanny sense of public feeling, public taStes, 
prejudices and habits, together with a sympathetic 
understanding of the operative grades in the in- 
dustry. If these things were true under existing 
conditions, how much more important would 
they be when we had established a monopoly of 
London passenger transport legally guaranteed 
against competition? 

The Socialist is not entitled to socialise merely 
because it is correct Socialist doftrine to do so. 
It is no good for him to assert before the House 
of Commons that Socialism will automatically 
make things better: it is his duty to be satisfied 
in his own mind that the nature of his scheme 
and its application to the industry or service with 
which he is dealing are sound, and that they pro- 
vide everything humanly possible to promote 
betterment and to secure efficiency in the public 
interest. 

The London Traffic Combine had already 
attained a considerable degree of efficiency in 
relation to the conditions under which it was 
working. Moreover, in the direction of its 
undertakings, Lord Ashfield had incorporated a 
considerable degree of public spirit for a capitalist 
concern. From the narrow point of view of 
Labour politics I could almost have wished it were 
otherwise, for in all the disputations about Lon- 
don passenger transport policy, this faff had 
made it harder to fight the Combine. Though 
their profits were excessive, many of the non- 
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Combine bus proprietors were running com- 
fortable and attractive vehicles, materially as- 
sisted, so far as regularity and reliability of service 
was concerned, by the regulations of the Minister 
of Transport under the London Traffic Ad, 1924. 
In a sense, the London traffic branch of the 
Ministry of Transport and the Traffic Advisory 
Committee were discharging, at the coSt of the 
Road Fund, part of the duties of omnibus operat- 
ing manager. The comfort, speed, and manage- 
ment of the municipal tramways had Steadily 
improved, largely as a result of Labour Party 
pressure and inspiration. The Metropolitan Rail- 
way, some of the smaller bus undertakings, and 
some of the suburban services of the main line 
railways, were open to a fair amount of legitimate 
criticism. But within the limitations of a system 
based on a considerable number of separate owner- 
ships and competition, a substantial measure of 
efficiency had already been secured. 

Unaided, the competitive system had for 
some years found itself drifting into a blind 
alley in respeCt of development and modernisa- 
tion on a large scale. It had not been able to 
build the new tubes so clamorously demanded 
by the public without State aid. Its omnibuses 
could not run ordered public services without 
public regulation. The electrification of the 
suburban lines of the London and North Eastern 
Railway was almost hopeless under competitive 
conditions. But having said that, one is bound 
to concede that London passenger transport 

1 5 1 


SOCIALISATION AND TRANSPORT 

might have been managed veiy much worse than 
it was, and honesty compelled me to pay guarded 
compliments to the real ability of the manage- 
ment of the London Traffic Combine. The 
socialisation of an industry which is in a mess 
and is publicly discredited — but which need not 
be a failure — is almost bound to bring about 
improvement. But the Socialist Minister about 
to socialise an industry which has, to a consider- 
able degree, been competently managed by able 
and — -within the rules of their game — public 
spirited men, had better take great pains to see 
that the new order of things is likely to be better 
and not worse than the old. This is particularly 
the case when he is establishing a Statutory mono- 
poly in daily personal contaft with millions of the 
travelling public. The travelling public knows 
how to grumble; and the newspapers and the 
politicians know how to ventilate its complaints, 
and even to encourage them. 

If ten years after socialisation the public could 
legitimately claim that things were worse than 
they were before, not only should I personally be 
discredited, but — what is more important — the 
Labour Party and Socialism would have received 
a thoroughly bad advertisement which would be 
exploited by anti-SocialiSts throughout the world. 

§ Exiting Public Corporations 

It was in such circumstances that I turned to 
the Public Corporation as moSt likely to be con- 
sistent both with Socialist principles and with 
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practical success. Already two praffcical experi- 
ments in public corporations existed, neither of 
which did I follow slavishly or regard as entirely 
appropriate to the problem in hand : the Central 
Eleftricity Board and the British Broadcasting 
Corporation, both examples of that Socialist 
legislation which is respectable if introduced by 
a Conservative Government, but is Bolshevism 
if introduced by a Labour Government! 

The Central Eleftricity Board was established 
under the Electricity (Supply) Aft, 1926, to pro- 
mote and control the bulk generation of eleftri- 
city and to conStruft and maintain the bulk 
transmission lines. Part of its business is direft 
industrial management, much of it the regulation 
and co-ordination of other people’s businesses. 
It was probably because of this latter considera- 
tion that the Conservative Government, instead 
of providing for the appointment of the Board on 
appropriate grounds of ability, decided that it 
should be appointed by the Minister of Transport 
after consultation with the following interests: 
local government, eleftricity, commerce, indus- 
try, transport, agriculture, and labour. The way 
in which this Board has been placed outside 
politics, but is nevertheless a public institution 
with a real sense of public accountability, 
constituted a lesson not to be followed slavishly, 
but from which much was to be learned. 

The British Broadcasting Corporation is under 
a Board of Governors appointed by the Crown — 
which means in this case the Prime Minister 
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and the PoStmaSter-General — on no particular 
grounds of ability. It is a matter of some doubt 
as to who is the more powerful, the Board of 
Governors or the Strong-willed Direftor-General, 
Sir John Reith, and it is a matter for argument as 
to whether the Director-General of the B.B.C. 
should or should not be a Strong personality, if 
we remember the balancing of views, prejudices, 
and taStes which are big faftors in the programme- 
making of the B.B.C. Normally, I understand 
the Government does not interfere with the 
Corporation, except that it has a veto, can re- 
quire the Corporation to make Government 
announcements, and it seems to have a fair voice 
with regard to the use of the microphone on con- 
troversial subjects, especially political discussions, 
a matter which is clearly one of some difficulty. 

The B.B.C. gets its share of trouble. The anti- 
Russia fanatics accuse it of being far too friendly 
to Soviet Russia, whilst the British Bolsheviks 
have not a good word to say for it. Jingoes 
dislike its League of Nation Stuff, and the Strong 
internationalists are fed-up with Empire Day. 
The B.B.C. has been criticised — I think quite 
legitimately up to a point — by the Trades Union 
Congress and the Labour Party for not being fair 
to Labour, although it is a matter of doubt 
whether it is the B.B.C. or the Government which 
is responsible. If 1 , personally, had had a de- 
cisive voice for the Labour Party about broad- 
casting arrangements in connexion with the 1931 
General Ele&ion, I should have been inclined to 
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insist upon Labour having a bigger show or 
refused to have the Labour case put at all- 
in the latter case I would have denounced in 
public the proposed arrangements which gave 
the Coalition such superior treatment, and put 
the onus on the B.B.C. and/or the Government 
to withdraw the whole thing or to outrage 
public feeling by allowing the parties to the 
Coalition Government to put their case with- 
out the Labour case being heard. Electioneering 
by wireless is, however, so difficult to be fair 
about that there is something to be said for 
Stopping it for a week before polling day or even 
altogether. These things said, I personally feel 
that as a whole the B.B.C. has done its difficult 
job well and fairly. It is a public institution, yet 
can aft quickly. It is a socialised service which 
has been responsible for a great amount of re- 
search and technical work in broadcasting. In 
so far as it has been open to criticism for political 
bias, one suspefts that the cause of the offence is 
largely interference by Government politicians 
or the fear of politicians. In any case I am more 
content that the B.B.C. should be direfted by Sir 
John Reith than that it should be direfted by that 
rather slick politician, Sir Kingsley Wood, the pre- 
sent PoStmaSter-General, even though he be theo- 
retically answerable to the House of Commons. 

§ Aspects of the Public Corporation Considered 

Having cleared the ground, let us now leave 
aside the proposed London Passenger Transport 
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Board, the Central Ele&ricity Board, and the 
British Broadcasting Corporation, and discuss 
the Public Corporation idea at large. 

A Public Concern . — It is important that, from 
the beginning, the Public Corporation should be 
regarded by all, and should regard itself, as a 
public concern. Its first business is the com- 
petent conduft of the undertaking committed to 
its charge in the public interest. It muSt feel that 
it is responsible to the nation accordingly, and 
that it cannot be the instrument of this or that 
private or seftional interest. These are considera- 
tions which, whilst being made clear in the A£t 
of Parliament or other instrument establishing the 
Public Corporation, cannot be set out there with 
eloquence and at great length. Indeed, they are 
considerations which are much more likely to be 
encouraged by the spirit in which the Minister 
makes the appointments of the members of the 
Board, by the temper and tone of the speeches in 
which he has expounded his legislation and his 
policy and, above all, by the high spirit of public 
service which animates most of our public insti- 
tutions. As long as the Public Corporation be- 
gins right, it will quickly absorb the fine tradi- 
tions of public service and freedom from cor- 
ruption which characterise, for example, the 
Civil Service and the Staff of the London County 
Council, and the best of our Statesmen and muni- 
cipal administrators. The Public Corporation 
must be no mere capitalist business, the be all and 
end all of which is profits and dividends, even 
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though it will, quite properly, be expefted to pay 
its way. It muSt have a different atmosphere at 
its Board table from that of a shareholders’ 
meeting; its Board and its officers muSt regard 
themselves as the high custodians of the public 
interest. In selecting the Board, these considera- 
tions muSt be in the mind of the Minister. 

Composition of the 'Board . — The Board of a public 
corporation responsible for the management of in- 
dustries or services such as those I have indicated 
should, I suggest, be appointed primarily on suit- 
able grounds of competence, loyally to carry in the 
public interest the responsibilities to be conferred 
upon them, and all other considerations should 
be definitely secondary to these, I think, essential 
requirements. I will not, however, pursue here 
the controversy relating to a Board of ability 
versus a representative Board, as this important, 
aspett of the matter is dealt with later. There is 
another controversy requiring less space with 
which it may now be convenient to deal. 

Conservative politicians, having themselves 
provided that the Central Eleftricity Board 
should be appointed by the Minister of Transport, 
and the Governors of the B.B.C. by the Govern- 
ment, suddenly became terribly shocked when 
the Labour Government proposed that the Lon- 
don Passenger Transport Board should be ap- 
pointed by the Minister of Transport after con- 
sultation with the Treasury. Moreover, the Bill 
provided, as in my judgment all such Bills 
should, that the members of the Board, though 
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eligible for re-appointment, should hold office 
for a Stated term of years and should be removable 
by the Minister for inability or misbehaviour, 
quite apart from automatic removal in the case 
of such misfortunes as personal bankruptcy. The 
Conservative politicians, conveniently forgetting 
their own two precedents, took it into their heads 
to hold that this was placing far too much power 
in the hands of the Minister, that it was a dan- 
gerous Socialist idea, and that it would lead to 
placing people on the Board for political reasons 
and encourage jobbery. Far from it being unde- 
sirable that the members of the Board should 
know and feel that they had been appointed by a 
Minister of the Crown in his public capacity, it 
seems to me that this is an essential faftor in that 
public accountability which muSt be ever present 
in the minds of the members of such Boards. 
Few men and women who have been appointed 
by a Minister of the Crown to discharge a public 
responsibility have not thereby acquired a much 
greater sense of public spirit and public service 
than if they had been appointed by some capitalist 
investor to make money for him, or even to do 
public work by some hole-and-corner committee 
of good, bad, or indifferent people. 

Somebody ought to be accountable for the 
appointments. There should be somebody de- 
finite to shoot at, if that last mentioned Conser- 
vative obje&ion, namely, the possibility of 
jobbery, is to be avoided or exposed. The only 
effective way of securing this, it seems to me, is 
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appointment by the Minister in pursuance of 
suitable Statutory authority and. inStrudtions : a 
Minister answerable to Parliament, a member of 
the Government answerable to the public, a man 
who feels when he is making the appointments 
that he must make appointments which are so 
good that he will be free from any legitimate 
public criticism or suspicion. However such 
appointments ate made, there can be no absolute 
guarantee of redtitude, but in framing the London 
Bill we aimed at making it as water-tight as is 
humanly possible against the hypothetical Minis- 
ter of the future with a crooked or corrupt mind. 
The Bill compelled the Minister to consult with 
the Treasury, not because the Treasury is neces- 
sarily always right, but because its financial and 
Staff-eStablishment qualifications might be of 
value; moreover such consultation served to 
answer the theory of one of the Municipal 
“ Reform ” London County Councillors, that the 
Minister of Transport would have too much of a 
transport mind. In any case, there is something 
to be said for one Minister gently cross-examining 
another with regard to his appointments, pro- 
vided responsibility is defined. 

Secondly, the members of the London Passen- 
ger Transport Board were to be persons who have 
had wide experience, and have shown capacity, 
in transport, industrial, commercial or financial 
matters or in the conduct of public affairs. This 
was a Statutory diredtion to the Minister which, 
in practice, it would be impossible for him to 
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ignore. Members of the House of Commons we 
disqualified from being members of the Board; 
it is undesirable for Governments to be able to 
confer such public places of profit on M.P.’s or 
for M.P.’s to seek them. j 

Thirdly, I place considerable reliance on the 
Minister’s civil service advisers, whose tradition 
of re&itude, incorruptibility, and public honesty 
would make it very difficult for a crooked Minister 
to make crooked appointments. They would 
certainly by their written Minutes to the Minister 
make it clear to him that it would be on record 
where any responsibility for crookedness lay. 

They would not be disrespectful to him, nor 
insubordinate, but, without the uttering of an 
unjustifiable word as between civil servant and i 
Minister, they would make him think that he was 
the last word in political scoundrels if he sought 
to do some incompetent a good turn, and he 
would know that those politely framed but clear 
Minutes would be open to the inspection of his 
successor. 

Finally, there is the Press : often unjuSt in its 
criticisms, it is true; instinctively desiring to be 
critical of public departments; but, therefore, a 
Press to which Ministers do not desire to present 
Sticks with which they may be beaten. Many 
hard things can be said about the modern Press, 
and I have said them. Sometimes politicians fear | 
it too much and are cowardly as a consequence, } 
but it is nevertheless valuable as an apprehended 
danger in the heart of the wrong-doer. , 
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§ The “ Appointing Trustees ” Device 

Mf . MacDonald’s Coalition Government has hit 
on a pitiful device for the purpose of avoiding pub- 
lic Ministerial accountability for the appointment 
of the London Passenger Transport Board. The 
Government in the House of Commons em- 
bodied amendments of the Bill providing, instead 
of the Minister of Transport after consultation 
with the Treasury appointing the members of 
the Board, that they shall be selected by a body 
of Appointing Trustees composed as follows: 

The Chairman of the London County Council; 

a representative of the London and Home 
Counties Traffic Advisory Committee; 

the Chairman of the Committee of London 
Clearing Bankers ; 

the President of the Institute of Chartered 
Accountants of England and Wales ; 1 and 

the President of the Law Society . 2 

This method will, of course, destroy all public 
accountability. The Minister will not be respon- 
sible, and questions in Parliament will be futile. 
The Press or the public at large can grumble, but 
each of the Appointing Trustees can feel quite 
impersonal about it because, after all, the Trus- 
tees will be responsible as a whole, and not indi- 
vidually. Criticism against an individual Trustee 
will probably meet with the answer : “ Well, you 

1 At the time the amendments were carried, a Bristol accountant. 

1 At the time the amendments were carried, a Bristol solicitor. 
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must remember that I was not the only Trustee, 
and one cannot always get one’s own way.” 
The device seems almost to invite backstairs 
influence through the institutions or bodies with 
which the Trustees are associated, or as a result 
of personal, business, or professional relation- 
ships, or otherwise. The gentlemen indicated 
may all be very able gentlemen in the positions 
which they fill, but may nevertheless, be quite 
.incompetent when it comes to selecting a Board 
of Management for an important public business 
service. Moreover, if for example it was desired 
to include on the Board a member of the London 
County Council as a person experienced and 
capable in public administration and if the Chair- 
man of the London County Council for the time 
being happened to be the ablest and most suitable 
member of the Council available, he could hardly 
take part as an Appointing Trustee in his own 
appointment as a member of the Board. The 
Government, it seems to me, has made a fool of 
itself by introducing such a ridiculous scheme. It 
all goes to show the baffling nature of the request 
I always put to the critics of the proposal, that 
the Minister should appoint the Board, namely: 
“ Will you suggest an alternative that is better? ” 
Staff and Employees . — The officers, Staff, and 
employees of our Public Corporation are not 
civil servants or persons employed by the State: 
they are appointed by the Board and are remov- 
able in the same way, subjedt to whatever machin- 
ery for discussion exists between the Board and 
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the Trades Unions. The Minister has no hand 
in the appointment of Staff : the responsibility for 
the efficiency or otherwise of the Staff as a whole is 
fastened upon the Board and, in turn, each officer 
must be held responsible for the efficiency of the 
Staff and employees working in his department. 

Both tradition and the process of recruitment 
make favouritism and personal influence impos- 
sible, so far as that is humanly practicable, in 
appointments to the Civil Service. A Public 
Corporation dealing with a business undertaking 
cannot proceed in quite the same way, at any 
rate for its technical and commercial Staff, where 
it muSt be on the look out for men of individual 
capacity andmuSt even listen to legitimate personal 
recommendations. It is profoundly important, 
however, that the Public Corporation should have 
behind it a Strong tradition againSt influence and 
favouritism in the making of appointments to its 
employment roll. It would be well to have a 
regulation which disqualified a person approach- 
ing members of the Board on such matters, and 
every cate should be taken to establish good 
pradice on the part of officers in making appoint- 
ments to the temporary Staff on their own respon- 
sibility. There is something to be said for a 
vigorous civil servant of appropriate experience 
being seconded for service with the Board as 
Secretary or Establishment Officer, in order that 
healthy traditions may be established in this re- 
gard. There is a case for the Standing orders and 
regulations of the Board being approved or 
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otherwise by the Minister, in order to secure that 
the official organisation is framed to run on clean 
and upright lines. Such outside aids and guaran- 
tees are open to argument; in any case I attach 
greater importance to the Minister having these 
considerations in mind when he appoints the 
Board, and impressing upon the members the 
vital importance of establishing at the Start a 
sound and healthy tradition in these important 
matters. The principal danger is that of the 
members or officers of the Board listening to re- 
commendations for appointments from Members 
of Parliament, personal friends, and people 
socially well placed. It is unreasonable to expeft 
an officer to be responsible for the efficiency of his 
department if he has foisted upon him Staff or 
employees who are incompetent, or is persuaded 
to retain their services after he is aware of their 
incompetence. On the other hand an officer who, 
for those appointments within his jurisdiction, 
appoints friends, or friends’ friends, or favourites, 
is unworthy of his position, and if he is so weak, 
that he accepts personal recommendations from 
members of the Board, he is again unworthy of 
his position, for the officer who submits to bad 
practice is juSt as bad as the member or other 
person who makes the recommendations to him. 
The remedy for the officer is simple: it is to say: 
“ I am sorry, sir, but the regulations or practice 
of the Board are against influence in appoint- 
ments, and I cannot listen.” If the member or 
the politician takes this as an insult he should, 
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respeftfully, be invited to raise the matter with 
the Board itself. If necessary, the officer should 
ask for protection. In any case, wherever prac- 
ticable, an appropriate examination or check of 
some sort should precede appointments for the 
Board’s Staff; the examination itself, as in the case 
of those conducted for the Civil Service and the 
London County Council, should be free from 
political or personal influence. Indeed, there is 
a case — I am not conclusive about it — for the 
purely administrative Staff being recruited through 
the Civil Service Commissioners, even though, as 
I suggest, the Staff be not civil servants. 

§ The Level o f Salaries 

Part of the case for the Public Corporation is 
to give the industry or service freedom from that 
Treasury control which inevitably, and on the 
whole quite properly, desires a fair measure of 
uniformity in the salaries and conditions of the 
Staffs employed in the various Government de- 
partments. To obtain service of the right kind 
for particular positions, or even to obtain the 
particular man it wants for a particular post, the 
Public Corporation may find it expedient to pay 
salaries substantially above Civil Service scales, 
though it should certainly have regard to general 
conditions. One man may be quite good value at 
£1,000 a year, but another man who is exception- 
ally efficient, has great initiative and plenty of 
ideas, may be much cheaper for the same position 
at £5,000 a year. The Board muft be free to take 
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these considerations into account, as it muSt also 
be free, if it regards it as sound and proper policy, 
to raise the general level of wages and conditions 
of the workpeople after proper negotiations with 
the Trades Unions. 

As the number of public corporations grows, 
there will, no doubt, have to be instituted co- 
operation and co-ordination in the consideration 
of these matters, but even so, it must Still be 
possible to take into account the special con- 
siderations affecting each industry. I have never 
been afraid to pay such salaries to chief officers of 
local authorities as will command the services of 
able men. The Labour Party, in particular, if in 
control of a municipality, cannot afford to be 
served by incompetents. The tasks which it 
imposes on the Staff tend to be bigger and 
more responsible than in the case of Conservative 
local authorities. A municipal corporation loft 
the services of a fir St-class Transport Manager 
because it declined to give him a not unreasonable 
increase in salary. The man entered the service 
of a private company in a distant city and the 
municipality found a substitute, but it is now 
common knowledge that the well-being of its 
transport system to-day is not up to the Standard 
it would have been had it not lost the services of 
a particularly able officer. Let it not be thought, 
however, even though in exceptional cases I 
might agree to pay such salaries, that I am at all 
in love with the ridiculously inflated salaries 
which are paid to a limited number of men in 
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industry and a Still more limited number in local 

f overnment. Sometimes these salaries are paid 
y the employing authorities out of pure conceit, 
juSt as they are sometimes demanded by their 
recipients out of pure conceit, including a desire 
to be level with, or in front of, some other man. 
I have a feeling that some companies and a few 
local authorities think of their own dignity and 
Status as being largely determined by the amount 
of salary paid to the chief officer. This is a foolish 
attitude. Regard should be had, in every case, to 
the number of persons available for such employ- 
ment, the nature of the employment, and the 
individual qualifications of the man concerned. 

In the local government service the position of 
the Town Clerk in the hierarchy is, in the popular 
mind, much higher than that of the Chief En- 
gineer; but, particularly in the case of a large 
authority, it may be that the persons available for 
the successful occupation of the position of Chief 
Engineer are far fewer than those who could fill 
the position of Town Clerk. Do not deduce 
from this than I am arguing that the salary of the 
Chief Engineer should be greater than that of the 
Town Clerk, for it may not be so by any means: 
I am merely making it clear that I reserve the 
right to think about it according to the circum- 
stances of the case. 

In order that the community may be protected 
against the necessity of paying fabulous salaries 
because of the limited competition among people 
possessing the necessary qualifications, it is neces- 
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saty that the organisation of higher education 
should take into account the desirability of in- 
creasing the supply. Moreover, an important 
field of the work of the Public Corporation should 
be the industrial and technical education of the 
Staff and employees. The capitalist practice of 
making a mystery of high industrial policy and the 
problems of direction is bad business, and unfair 
to the ranks below. The more all ranks of the 
administrative and operative Staffs know about 
the whole process of the business in which they 
are engaged, the happier they should be and the 
better they should work, even though many of 
them may never become “ big guns.” And, what 
is important in relation to the present discussion 
- — it will tend to throw up people of unsuspefted 
capacity for the occupation of the higher positions ; 
not that we must expedt or even desire that all 
the men at the top of an industry must graduate 
from within that industry, for it is good to bring 
in “ new blood ” of the right quality from out- 
side ; moreover some men “ find themselves ” by 
natural ability rather than by elaborate education. 
Properly handled, therefore, the recent tendency 
to five-figure salaries could be Stopped without 
injury to industry, as could even the four-figure 
salaries in cases where they are obviously not 
justified. The payment of what are really fancy 
salaries is certainly undesirable from many points 
of view. In some cases it is not good for the men 
themselves. Although 1 would not encourage 
the ignorant type of criticism in these matters, 
the payment of artificial salaries is sometimes a 
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fruitful source of discontent below, and in many 
cases is not intrinsically justified. If I appear to 
be willing to pay big salaries in a certain number 
of cases, it is because I consider it expedient and 
cheaper as things are to do so, and not that I 
encourage the practice as a system. 

Public Control and Managerial Autonomy . — 
Although the Public Corporation will require less 
public regulation and supervision than would a 
private monopoly, it is inevitable that machinery 
be provided for safeguarding public and other 
interests in certain respedts. It is, however, im- 
portant that this machinery should not be greater 
than is really necessary; that its sphere should be 
defined with a reasonable amount ofprecision; and 
that it should have no roving commission over 
the general business organisation of the Board. 

For example, in the matter of charges or prices, 
an appeal against the Board on the part of 
aggrieved persons or parties might be made to 
a quasi-judicial tribunal of some sort. 

In the case of the London Passenger Transport 
Bill I provided that all appeals on fares, rates, 
and charges should lie to the Railway Rates 
Tribunal. There may be a field within which an 
appeal to the Minister would be appropriate, but 
it should certainly not be on matters of such 
political embarrassment as charges and prices or 
wages and salaries. 

It may be that the raising of new capital on the 
security of the Board’s undertaking should re- 
quire the sanction of the Treasury or the appro- 
priate Minister, after consultation with the 
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Treasury. These are matters where the general 
public interest is clearly concerned. But except 
in so far as the machinery for such purpose is 
provided in the Statute or other instrument 
creating the Public Corporation, the Board must 
have autonomy and freedom of business manage- 
ment. It must not only be allowed to enjoy 
responsibility: it must even have responsibility 
thrust down its throat. For unless responsibili- 
ties are defined and fastened upon everybody 
concerned, it will not be long before people try 
to blame shortcomings on to somebody else. 

The only duties which the Minister will have 
in conne&ion with the undertaking are those 
imposed upon him by the instrument creating the 
Corporation. The principal power conferred on 
the Minister of Transport by the London Passen- 
ger Transport Bill (other than appointing the 
Board) was the determining of appeals from 
local authorities, not on fares and charges, but 
on facilities, and then only such facilities as 
would not require the promotion of legislation. 
The Minister was bound to refer the matter to 
the London and Home Counties Traffic Advisory 
Committee before coming to a decision, but like 
the Railway Rates Tribunal in the case of fares 
and charges, he was bound to take into account 
the Statutory direction to the Board to manage the 
undertaking on the basis that it must pay its way . 1 
The Minister had a limited number of rights and 

1 My successor altered the Bill so as to transfer this power of the 
Minister and the Advisory Committee to .the Railway Rates 
Tribunal. 
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duties of a minor character; apart from such 
defined checks or appeals, the London Passenger 
Transport Board was intended to be in a position 
of responsible management. f 

With the exception of the limited duties legally 
imposed upon him, the Minister will have no 
right to interfere with the work of the Board. 
It would be quite unwise to concede him the 
right to send for the Board or its Chairman and 
to say: “Here is something you are doing 
wrong; you muSt alter your ways and pursue 
the following policy. ...” A mischievous and 
not too competent Minister could easily ruin any 
business undertaking if that were permitted, 
whilst a weak and inefficient management would 
protect itself against public criticism by spreading 
the Story that “ there is too much Minister in the 
running of this show.” 

§ Board, Minister and Parliament 
Without in any way interfering with manage- 
ment, there will be perfectly proper contacts be- 
tween the Minister and the Board which will 
work much better if allowed to evolve on the 
basis of good sense and tradition, rather than if 
embodied in formal law or regulations. JuSt as 
a shipping company treats the President of the 
Board of Trade with respect because he is a 
Minister of the Crown and the Minister who deals 
with shipping, so would the Board of the National 
Transport Corporation have respeflful relation- 
ships with the Minister of Transport. But they 
would be franker relationships than between the 
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Minister and the private railway companies, be- 
cause both the Board and the Minister would be 
public servants. Every member of the Board 
Would know that he had been appointed by the 
Minister and that the Minister looked to the 
Board to make a success of the undertaking. 
There would be another important resped in 
which the Board would have contad with the 
Minister. Somebody must be answerable in 
Parliament, if not actually for the Board, as in 
the case of direct Government administration, 
then at any rate about the Board and its work. 
Members of Parliament must have the right to 
ask questions about the work of the Public Cor- 
porations ; they must have the right even to make 
speeches about the work of the Public Corpora- 
tions on the estimates for the appropriate State 
department or otherwise. The answers to the 
questions, the material for debate, must often be 
obtained by the Minister’s officers from the Public 
Corporation concerned. If all went well the 
Minister would give the answer or the explana- 
tion on the basis of the information supplied by 
the Board. Where, however, the Board was pur- 
suing a policy which was tending to get it into 
conflid with legitimate public criticism, the 
Minister might have to say, “ I do not think that 
is a very good answer, or explanation, or under- 
taking, but if it is the beSt you can give I will 
inform the House accordingly; you will not, 
however, exped me to defend your point of view 
as if it were my own because, quite frankly, I 
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cannot do it.” The Board will, therefore, wish 
its policy to be so sound and popular that it can 
be defended by the Minister in Parliament. It is 
quite likely when, in certain cases, it is aboutXb 
make a decision which involves ticklish policy in 
relation to the general public that the Chairman 
will have an unofficial talk with the Minister in 
order, not to receive instructions, but to ascertain 
his views and to keep his mind fully informed in 
readiness for any public or Parliamentary dis- 
cussion which might arise. 

By such means the Minister may exercise an 
influence where it is proper and legitimate in the 
public interest that he should, without in any 
way interfering with the management of the 
undertaking; and indeed often at the desire of 
the Chairman of the Board or the Board itself. 
The suspicious anti-SocialiSt need not at once 
say: “ Ah! but this opens the Board to political 
interference,” because it does not. No self- 
respefting Board would tolerate political inter- 
ference and, moreover, the practice which I have 
indicated as being likely is in part already pursued 
as between the Governor of the Bank of England 
and the Chancellor of the Exchequer, and as 
between the Chairmen or General Managers of 
great Statutory private companies and the Minister 
concerned. Thus, although neither the Minister 
nor Parliament would run the undertaking, 
Parliament would have the right to information 
and to discussion and criticism. Therefore the 
Minister muSt have the right to information 
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in order that he may transmit it to Parliament. 
The Board would wish to earn the regard 
and esteem of Parliament and the public. It 
y^uld know that regard and esteem are beSt 
earned and held by efficiency, public spirit and 
freedom from jobbery in the management and 
supervision of the great undertaking committed 
to its charge. Its publicity arrangements (includ- 
ing advertising) should be adequate and alive; 
it would, I hope, issue as occasion arose State- 
ments of its affairs and its activities in order that 
the public mind might be possessed of the policy 
the Board was pursuing and the difficulties with 
which it had to contend. Thereby Parliamentary 
criticism and aCtion again St the Board would be 
reduced to a minimum — which is much to be 
desired, for Parliament is not too good at these 
things and it can be positively mischievous. 

The Consultative Council . — I conceive that it 
would be customary in the case of Public Cor- 
porations to set up Consultative Councils or 
Committees for the discussion of the problems 
of the industry. For example, the National Con- 
sultative Council for the Transport Industry 
provided for in the instrument that created the 
National Transport Corporation, would probably 
be composed of representatives of State depart- 
ments, Associations of Local Authorities, the 
Trades Union Congress and the Trades Unions 
representing labour in the industry, the Co- 
operative Movement, the Federation of British 
Industries, and the principal employers’ organisa- 
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tions concerned with industries making a heavy 
use of transport ( e.g . , the Mining Association and 
the Federation of Iron and Steel Manufacturers), 
the Farmers’ Union, etc. J* 

The Chairman of the Consultative Council 
should be appointed by the Council itself, or 
possibly by the Minister. The Board of the Cor- 
poration would be required to meet the Con- 
sultative Council periodically, and it should be 
competent for any of the members of the Council 
to raise points with the members of the Board, 
either critically, or for the purpose of informa- 
tion. The Board would desire to make and cir- 
culate Statements as to its policy in order that its 
work might be better known, and it would have 
to answer or deal with the criticisms or sugges- 
tions made. Let it not be thought that such con- 
sultations would be valueless. I readily concede 
— indeed I specifically affirm — that the Consulta- 
tive Council would have no executive powers, for 
we have already laid it down that the Board muSt be 
held responsible for the conduct of its undertaking. 
But juSt as the Board would wish to Stand well 
with Parliament, the Press, and the public, so it 
would wish to Stand well with the Consultative 
Council as a highly representative body. The 
consultations would be an avenue of rectifying 
errors, of promoting good policy pleasing to the 
public and the users of transport, and of exposing 
foolish or unsound criticisms, proving to the 
satisfaction of those making suggestions that the 
suggestion was already applied, or that it would 
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be applied, or that it ought not to be applied. 
Probably a minimum of three meetings a year 
would be sufficient for the purpose, but it should 
2-t all times be open for members of the Council — 
or indeed any member of the public — to com- 
municate criticisms or suggestions to the Board, 
to which every appropriate consideration should 
be given. Under the London Passenger Trans- 
port Bill (as read a third time in the House of 
Commons) the London and Home Counties 
Traffic Advisory Committee, meeting the Board 
not less than three times a year (unless the Board 
and the Committee otherwise agree) will function 
as the Consultative Committee, its composition 
being: 

Local Authorities . . .24 

Home Secretary (including 2 to re- 
present Metropolitan and County 
and Borough Police Forces) . 3 

Minister of Transport . . .1 

London Transport Board . . 2 

Labour in the Industry . 5 

Main Line Railway Companies . z 
Motor transport, horse transport, 
and taxi-cabs . . . 3 

Total 40 

I submit that, from the point of view of 
business efficiency, combined with the appro- 
priate form of public accountability, the case for 
the Public Corporation within the field indicated 
is a Strong one. 


CHAPTER X 
The Nature of the Board 




N obody has suggested that the boards 
of Public Corporations should be popu- 
larly eleCted. Clearly it would hardly be practic- 
able to eleCt a series of such Boards by national 
ballot. And if it were practicable, the result would 
almost certainly be bad. 

This is generally admitted, and I suggest that 
the admission has a significance outside the issue 
of direCt popular election itself. If the direCt 
popular election of such Boards by the people is 
undesirable, it seems to me to follow that indus- 
trial management by the House of Commons or 
a Parliamentary Committee is also undesirable. 
And if popular election is undesirable on the 
ground that an eleCted Board would, in all prob- 
ability, not be competent and well fitted for its 
managerial, financial, and economic responsibili- 
ties, then it seems to me to follow that the 
affirmative aspeCt of the question must be 
admitted: namely, that the Board must be 
constituted by some form of selective appoint- 
ment. 

I have already argued that there muSt be public 
accountability for the appointments and that the 
beSt form of accountability is the direCt responsi- 


SOCIALISATION AND TRANSPORT 

bility of a Minister of the Crown, I now proceed 
with the further argument, which I did not then 
pursue, namely, that the appointments should 
bl^made on the basis of general competence, 
ability and public spirit for the task to be dis- 
charged. 

The three principal practicable bases upon 
which such Boards could be constituted appear 
to me to be: the full-time Board of technical 
experts; the Board composed in the main of 
representatives of the interests concerned with 
the industry, which could be full-time or other- 
wise; and the corporate Board of ability. 

For a body with predominantly technical 
tasks, requiring little direCt touch with the public, 
there is a- great deal to be said for a small body 
of full-time technical experts. Such a body is 
the EleCtiicity Commission, the duties of winch 
are, in the main, the technical supervision of the 
capital development of the eleCtricity supply 
industry and the preparation of technical schemes 
for the Central Electricity Board; the Commis- 
sioners also aCt as technical advisers on eleCtrical 
matters to the Minister of Transport. 

Although we should not close our minds to its 
merits in appropriate cases, I am not convinced 
that this is the beSt type of body for the super- 
vision of the kind of economic undertakings we 
have in mind. Such a body tends to be regarded 
by the public, and even to regard itself, as a body 
of officials rather than as public persons sitting on 
a public authority, who should speak out freely 
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and frankly, although with circumspe&ion, in 
public and in private on the problems of their 
industry. A Board of full-time technicians tends 
to become a Board of departmental officers, eaglr 
detailed to function as a departmental manager 
for the respective departments of the undertaking. 
The Board meetings would tend to be meetings 
of departmental officers, each concerned to argue 
the case of his own department and the others 
not desiring to appear critical of a colleague. 
Certainly we need capable minds on Public 
Boards, but I suggest that such minds need to be 
more public in character, and to have more 
contaCt with the outside world than is likely in 
the case of the full-time technician. Moreover, 
the technical expert is by no means always a 
good administrator. Experts can direCt proceed- 
ings, can give evidence, and produce schemes (I 
have a high regard for them), but it is customary 
to let the final decision rest with the competent 
administrative mind. Even though experts sit 
on the Board, they should, I suggest, be judged 
primarily as administrators. 

It may be desirable that quite a limited number 
of the members of such Boards should have a 
close acquaintance with the industry, and even 
be technical experts of administrative skill with 
a public outlook appropriate to the task in- 
volved. This may be particularly desirable in 
the case of the Chairman of the Board and 
the Vice-Chairman, if there be a Vice-Chairman. 
But so far as the aftual technical work of 
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the Board is concerned, I think it is more 
appropriate that the experts and technicians 
should be employed officers and not members of 
th§ Board. Such positions will not be mean ones. 
The principal officers of the undertaking must be 
men of great ability; their Status must be high; 
their reports and advice will doubtless be treated 
with the greatest respect by the Board. But they 
should be the servants and not the masters of the 
Board. The members of the Board should be 
free with criticisms and suggestions ; the officers 
should feel that criticism is forthcoming if they 
do not do well, and that praise will be forthcom- 
ing if they do good work. The supremacy of the 
Board over the officers should be respeCted by 
the officers, whilst technical knowledge on the 
part of the latter should be respefted by the 
members of the Board. The relationship be- 
tween the members of the Board and the officers 
should be one of courtesy and mutual respeCt for 
the responsibilities which each carries ; it should 
not degenerate into those more dangerous forms 
of personal friendship and association “ outside 
the business ” which are nearly always bad for 
the dignity and efficiency of public administration. 

The full-time Board of technicians or experts 
is open to similar objections to those I have in- 
dicated earlier in the case of the functional Post 
Office Board proposed by Lord Bridgeman’s 
Committee. I suggested that that proposal was, 
in essence, a mere departmental conference of 
officers which has its place in public adminiStra- 
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tion, but that it ought not to be the place of 
supreme direction. 

The Board representative of interests may be 
accepted (though even then, perhaps, withgut 
great enthusiasm), in the case of an organisation 
which is supervising and co-ordinating industrial 
affairs and is not discharging the functions of 
management. Such a case was dealt with in the 
Report on the Land and the National Planning of 
Agriculture presented to the Annual Conference 
of the Labour Party at Leicester in 1932. 1 

Any political party which proceeds to elaborate 
plans for bringing prosperity to agriculture seems 
driven to constitute a plentiful supply of Boards 
and Commissions, which I am bound to say are 
appalling in their number and variety to a mind 
like my own, seeking simplicity and direftness in 
administration and management; as I am not an 
agricultural expert, however, I can only sigh and 
pass on, hoping that it is all for the best. But the 
political mind has sometimes a dangerous tend- 
ency towards the setting up of elaborate machin- 
ery in the belief that machinery itself will solve 
our problems, whereas the important thing is 
work and aftion rather than talk. I am tempted 
to engage in a little cynical humour, for example, 
when I remember that the Agricultural Report 
with its numerous Boards and its generously 
guaranteed representation of interests (capitalist 
as well as labour) and with a very slight element 
of socialisation, went through a particularly 

1 The labour Party, Transport House, Smith Square, S.W.i, 2d. 
l8l 
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Socialist conference with absolute ease, as com- 
pared with the high-toned but lively debates and 
contentions which centred round the other re- 
ports containing vigorous policies of socialisa- j 
tion, and deliberately aiming at getting capitalism !, 
off the earth with all practical speed! But cynical 
humour is dangerous: I gag myself at once. 

The advocates of the representative principle, 
however, have not confined themselves to super- 
visory and co-ordinating Boards, for the principle 
has been Strongly urged, if not always logically 
applied, to the composition of the a dual Boards 
of Management charged with responsibility for 
the condu£t of the complex and subtle business 
of economic undertakings such as transport and 
ele&ricity supply. 

I will first of all, quite shortly, clear out of the 
way the moSt cumbrous application of the repre- 
sentative principle which has come to my notice. 

It was the scheme put before the Joint Sele£t 
Committee of Lords and Commons on the ; 
London Passenger Transport Bill by the witness I, 

of the London County Council (Sir Oscar War- 
burg), who is a bit of an arm-chair philosopher 
and who has a genius for conStitution-mongering. 

This scheme suffered from the machinery com- 
plex and so, quite naturally, provided that there 
should be two Boards running London passenger 
transport instead of one; the Board above, and J 

the Board below — a sort of heaven and hell of \ 

transport management. The Board above was 
to be the Supervisory Board appointed by local, 
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financial, and economic interests . There were to 
be represented on this Board, the Minister of 
Transport, local government in the area, the Bank 
of England, and labour in the industry (coming 
from a Municipal “ Reformer,” that “ toucTr ” 
muSt be regarded as “ taffies ” against a Labour 
Minister). This Supervisory Board above would 
in turn appoint from widiin or without its 
number a full-time Board which would be 
responsible for management, subject to being 
interfered with and directed by the Supervisory 
Board of interests above to whatever extent that 
Board desired. It will now be apparent why I 
have likened the Board above and the Board 
below to heaven and hell! Who would be respon- 
sible for a great and complex undertaking in such 
circumstances, I do not know; any more than I 
find it easy to imagine men of real firSt-class 
ability who would be content to be held respon- 
sible for management on the Board below, and 
at the same time sub j eft to the roving commission 
of the Supervisory Board of interests above, 
which might quite possibly be composed of not 
particularly competent people. 

Let us now turn to the more usual controversy: 
that in which both sides accept the position that 
there should be one Board of Management, but 
one side taking the view that the Board should 
be composed in the main of representatives of 
interests (for even though it is only one interest 
claiming representation at the moment, we may 
be sure that in praftice the application of the 
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principle cannot Stop there), and the other side 
holding that the appointments should be made 
on grounds of ability. In the negotiations con- 
nected with the London Passenger Transport 
Bill; I had to deal with three main claims for 
representation. 

Some of the representatives of the share- 
holders in the existing private undertakings put 
a case which I hope is fairly summarised as 
follows : 

“ You are taking our property and vesting it 
in a Public Corporation; in some cases you are 
taking it under compulsory legislative powers, 
and even though in other cases the transfer is by 
agreement, those who have agreed have done so 
in part because they have had to take into account 
the Government’s power in Parliament. You are 
giving us London transport Stock in return for 
our property without any State guarantee that 
the interest will be paid. One of the elements 
which will determine whether the interest will 
be paid will be the efficiency of the London 
Passenger Transport Board. Yet, although you 
are transferring to the Board the management of 
what was our property, you are giving us no 
voice whatever in the selection of the Board or 
even a part of the Board, whereas hitherto as 
shareholders we have had the right to eleCt our 
Boards of Directors. Seeing that you are taking 
our property, giving for it transport Stock and 
not cash, and giving us no State guarantee as to 
interest, we think you ought to give us the right 
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to appoint the Board or part of the Board. 
Moreover, this concession will smooth the pass- 
age of your Bill and -will give us greater con- 
fidence in the Board.” » ■* 

My answer was at all times a decisive negative 
in something like the following form: “ I cannot 
concede that. It is not only in conflid with the 
Government’s general principles, but with the 
fundamental basis upon which the Bill is framed. 
You mud take it from me that the new authority 
is to be a public authority, managing a publicly- 
owned concern. The representation of share- 
holders is inconsistent with the public Status of 
the new Board, and would to whatever extent 
it was applied convert the Public Corporation 
into something very much like a private com- 
pany. The first objed of the new Board must be 
public service. For that reason I not only resist 
your claim, but I am going to provide that the 
members of the Board are to have no personal 
financial interests in private transport under- 
takings, or even in the new public undertaking 
itself. We muSt not only see to it that the mem- 
bers of the Board are free from personal interests 
in fad, but also that this is made clear to the 
public at large. 

“ Moreover, with all resped, I suggest that if 
a Minister of the Crown who is accountable to 
Parliament and the public makes appointments 
in pursuance of a Statutory diredion that he is to 
make them on grounds of ability, we are more 
likely to secure competent diredors of the under- 
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taking than, if the late shareholders elected the 
Board or part of the Board. After all, even Mr. 
Baldwin has criticised the personal capacity of a 
considerable proportion of the directors of limited 
liability companies; it is widely known that 
many directors are not appointed for their general 
business capacity or their knowledge of the 
undertaking concerned. Many of them are 
appointed in view of their social position, includ- 
ing the possession of a title, in order to satisfy the 
investing public that at any rate they will not 
run away with the till! Some are chosen for 
their complacency. Some of them possessing 
social position are appointed because they need 
an income; it is at times a way of doing them a 
good turn. Some of them are appointed because 
they are ex-MiniSters who need an income until 
their party comes into power again, and in the 
meantime are useful to the undertaking as an 
influence in Parliament, or with the Government 
of the day. A considerable proportion of them 
appointed themselves as promoters or the repre- 
sentatives of promoters. Some of them have 
been appointed by way of jobbery on the part of 
relations or friends among existing directorates. 
I freely admit that some of the directors of private 
companies are men of capacity and public spirit; 
they are the kind of men (among others) whom I 
should be willing to consider for some of the seats 
on this Board, or the Board of any other Public 
Corporation. But the theory that the shareholders 
eleCt or accept nominees who are the best people to 
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hold the directorships in all cases, or even in a 
majority of cases, is a theory which I cannot 
accept. Believe me, this undertaking is more 
likely to be efficient under the proposed Board 
than under a Board that the shareholders would 
eleCt. 

“ Finally, if I were capable of forgetting the 
principles upon which I am proceeding to the 
extent of giving you seats on the Board, I should 
at once be faced with a clamour of other interests 
for representation and should be landed with a 
Board of interests instead of with a Board of 
capacity and public spirit.” 

The second element, the local audiorities, were, 
generally speaking, reasonable and did not press 
the demand for Statutory local government repre- 
sentation on the Board, even though the Board 
was to be responsible for a service restricted to 
the London traffic area. The moSt important of 
the local authorities, however, the London County 
Council, did make a big fight all the way through 
for this principle, and I had to resist it. Although 
I had every intention of seeing to it that, at any 
rate, one capable person experienced in local 
government administration in the area should be 
a member of the Board, there were Strong objec- 
tions to conceding to local audiorities a Statutory 
right of nomination. / 

Firstly,' there were 1 68 local authorities in the 
London traffic area, and any machinery of selec- 
tion of one or even two persons from among 
them was bound to be unsatisfactory and un- 
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democratic, and would provide no certainty of 
producing the right man. If the right had been 
conferred on the London County Council itself, 
this might have pleased the Council, but would 
have set all the other local authorities up in arms. 
A representative selected by local authorities 
would in his work as a member of the Board be 
tempted to think more about pleasing those who 
appointed him than the corporate well-being of 
the undertaking itself. And finally, once I con- 
ceded a Statutory right of nomination to anybody, 
I should be lost with a number of other interests 
which would not unfairly claim to be given 
similar rights. 

The question of labour representation on the 
Board and its Status in industry raises substantial 
questions of public policy to which separate 
chapters are devoted. 
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CHAPTER XI 
Labour and the Board 



T he third element, claiming the right of 
representation was, for a number of reasons, 
the mo§t difficult to resist, namely, labour in the 
industry. As discussions proceeded, it became 
clear that the Trades Unions concerned had 
differing views, though all of them equally de- 
sired, as I did, that working class opinion, ex- 
perience, and knowledge should not be excluded 
from membership of the Board. The real differ- 
ence centred on my desire that all members of 
the Board should be chosen by the Minister on 
grounds of capacity coupled with loyalty to the 
new undertaking. The three Railway Unions, 
who afted jointly, accepted my view. The Union 
which made a big fight for the principle of direct 
Trade Union representation, both with the Labour 
Government and before the Joint Select Com- 
mittee, was the Transport and General Workers’ 
Union, a powerful and ably organised Union for 
which, in common with the Railway Unions, I 
have a high regard. 

With all the Trades Union officials concerned 
my personal relations were good. It is true that, 
in earlier years, my Socialism had been in conflict 
with what I hope I am not unjuSt in describing as 
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the somewhat sedtional industrialism of Mr. Bevin 
and Mr. Cliff. It will be remembered that they held 
that the interests of the workers in the industry de- 
manded the passage of the London Traffic A ft, 
1924, which gave the Combine the advantage of 
what approximated to a Statutory monopoly of 
London omnibus traffic, and that London Labour 
M.P.’s (of whom I was one) incurred some 
amount of displeasure for opposing the Bill on 
Socialist grounds. It was also the case that Mr. 
Cliff was a powerful influence behind the Blue 
Report of 1927 which, in effedt, proposed to hand 
the municipal tramways over to the Combine to 
manage and which proposed to perpetuate exist- 
ing ownerships for at least forty-two years. It is 
true that the Union opposed the Traffic Co- 
ordination Bills, claimed by their authors to be a 
partial implementing of the Blue Report, and 
London Labour was grateful to the Union for its 
opposition; but on Socialist grounds we not only 
opposed the Traffic Co-ordination Bills but the 
Blue Report itself. 

The new difference of opinion between us was 
in a somewhat different category; nevertheless 
the same conflidting philosophies were involved, 
as they were at the Leicester Conference of the 
Labour Party in 1932 when, on behalf of the 
National Executive, I submitted the Report on 
the National Planning of Transport. Reludfant 
to disagree with good friends, I felt it my duty 
to resist the claim of the Transport Workers’ 
Union, because I was not convinced that the 
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Statutory right of the representation of labour 
in the industry would necessarily provide the 
beSt man from the ranks of labour; it would in- 
volve a difficult and embarrassing business pf* 
seledtion from the names submitted by the 
various Trades Unions in the industry; and if I 
conceded the Statutory right of representation to 
labour in the industry, I should — as I argued in 
the other cases — inevitably be involved in almost 
irresistible demands for the right of repre- 
sentation from other elements or interests. In 
the long run a Board nominated by interests is 
almost as destructive of the Minister’s public 
accountability for the appointments as is the 
“ Appointing Trustees ” device of the Coalition 
Government. 

In conne&ion with the London Bill, therefore, 
I gave a negative answer as regards this kind 
of demand to all the interests which put it 
forward. 

I have not argued extensively the case for and 
against the representation of labour in the in- 
dustry on the London Passenger Transport 
Board, because I think it better that we should 
consider the general principle, quite apart from 
its concrete application to the circumstances of 
the London Bill. It is a claim that muSt receive 
proper consideration, for labour in the industry, 
in my judgment, has a far better case to argue 
than the shareholders of the former private 
undertakings. Labour is an a&ive and not a 
sleeping partner in industry. 
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§ T.U.C. General Council View , 1932 

The principle involved was debated both at 
the 1932 Trades Union Congress at Newcastle, 
and at the 1932 Annual Conference of the Labour 
Party at Leicester. The General Council sub- 
mitted to the Trades Union Congress one of those 
valuable reports which is a credit to its capable 
secretariat, namely, the Report on the Public 
Control and Regulation of Industry and Trade. 1 
Without committing itself to uniform application 
to every industry, the report of the General 
Council favoured generally the lines followed in 
the London Passenger Transport Bill. On the 
question of the representation of the Trades 
Unions of the industry on the Boards of Public 
Corporations, the Report made the following 
observations : 

“ When we come to consider an entire 
industry or service that has been socialised, it 
is only possible to indicate broad principles, 
as the great differences between various indus- 
tries must mean considerable differences in 
organisation. Generally speaking, it may be 
taken for granted that there would be a Central 
Board of some kind for the industry, and, for 
the reasons given in earlier memoranda, it is 
suggested that members of such a Board should 
in all cases be appointed by the Government, 
and should consist neither of technical experts 

1 See Report of the Trades Union Congress, i932, page 206. 
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nor of representatives of particular interests, 
but of persons appointed solely for their 
ability to fill the position. Any of the persons 
appointed might be chosen from the business 
world, the Trade Union Movement, the finan- 
cial world, public administration, and so on, 
but not as representatives of such seffcional 
interests. There should, in each case, however, 
be an Advisory or Consultative Committee in 
close association with the Board, and this 
Committee might consist of representatives of 
different interests, e.g., Trade Unionism, con- 
sumers, industries closely affe&ed, and so on. 
In this way, the workers’ organisations would 
be able to secure full information regarding 
all the financial and commercial aspe&s ana 
results of the industry, and to bring influence 
to bear upon policy from the point of view of 
their constituents.” 

Unfortunately, the Report did not come up for 
debate until towards the end of the Congress, 
and it had only been before the affiliated Unions 
for a fortnight. In the circumstances, after a 
short debate, Mr. C. T. Cramp, who was in charge 
of the Report, agreed that the Congress should 
not be committed, but that the General Council 
would seek the views of the Executives of the. 
affiliated unions and would come to its conclusions 
after considering those views. In the course of a 
speech during the debate, Mr. John Cliff (Trans- 
port Workers’ Union) made the following State- 
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ment on the point with which we are at present 
concerned: 

“ Let me deal for a moment, in conclusion, 
with the question of labour participation in 
management. What have the General Council 
done in dealing with this question? They offer 
us Whitleyism. The only offer to Labour- 
under a socialised industry is "Whitleyism. I 
suggest that what the workers are seeking is 
not Whitleyism. I have had experience of 
Whitleyism and made the beSt possible use of 
it, but however vague the ideas of Labour may 
be, Labour is certain about what it wants. It 
wants power. The General Council here say 
that Labour can have discussion, but they mult 
not have determination; Labour must not 
have executive funftions in industry, but they 
may have advisory funftions. I suggest to the 
General Council that we do not want con- 
sultation. We have had consultation, and we 
want to go on in order to determine our own 
conditions in industry, and a Congress that 
declares against direft Labour participation in 
industry I suggest is not expressing the mind, 
of workers in industry. If we are to get 
anything out of socialised industry it muSt 
mean that we are going to have greater 
freedom for the workers in industry, and 
there is nothing of that brought forward in 
this Report.” 


1 94 



LABOUR AND THE BOARD 


§ labour Party Executive View, 1932 

At the Labour Party Conference, which fol- 
lowed at Leicester in October, 1932, the Executive 
submitted two reports — the National Planning of 
Transport 1 and the Re-organisation of the 
Ele&ricity Supply Industry 1 — which were broadly 
harmonious with the Report of the General 
Council referred to above, and I was deputed to 
take charge of both reports. The following 
paragraphs taken from the Transport Report are 
relevant to the issue: 

“ The proposed constitution of the Board 
raises a question around which there has been 
some controversy; for there is Still a body of 
opinion which maintains that such a Board 
should be representative of particular interests, 
e.g., the former shareholders, the users of 
transport (e.g, the Federation of British Indus- 
tries as representing manufacturers, etc.), 
labour in the industry, labour generally, em- 
ployers generally, local authorities, etc. There 
are two main arguments from a Labour point 
of view against the representative idea. The 
first is that a Board appointed on grounds of 
ability is likely to be far more efficient; and 
Socialists, above all, must keep the communal 
interest to the fore. Members appointed by 
particular interests would naturally tend to 
concentrate primarily on pleasing those inter- 

1 Labour Party, Transport House, Smith Square, S.W.i, 2d. 
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eSts, rather than to be concerned, without fear 
or favour, with the general efficiency of the 
undertaking; their control or influence by 
such interests might be injurious to a proper 
corporate spirit and would diminish the very 
necessary feeling of responsibility to the public 
as a whole. Nor does the appointment of 
members seledfed in a representative capacity, 
and not primarily or mainly for their personal 
ability, appear likely to result in the mo St 
efficient Board for a task which is complex and 
highly responsible; for it is vital to Socialism 
that national ownership should show itself 
superior to private enterprise in all-round 
efficiency. To nobody is this more vital than 
to the workers in the industry; for the opera- 
tive grades have already suffered enough from 
inefficiency at the top. 

“ The second main objedlion to the represen- 
tative idea is a more particularly Labour one. 
At first it might appear attradfive to have 
representatives of the employees on the Board ; 
but in practice it is doubtful how far such re- 
presentation would be really effedtive. The 
members 7 position would be one of great 
difficulty. They might have some influence in 
certain directions, or the reSt of the Board 
might endeavour to play off one against the 
other or use them as a partial protedfion against 
legitimate criticism by the very people they 
represented; how far they succeeded or how 
far they failed would depend on their per- 


LABOUR AND THE BOARD 

sonality, ability and authority. On problems 
of wages and other working conditions, their 
position would be very awkward, and also in 
cases of trade disputes. , 

“ Moreover, if Labour claimed representa- 
tion, it would be difficult to resist a similar 
claim from the users of transport, a large 
number of whom are, of course, organised in 
the various employers’ organisations, which 
would promptly claim to be accredited repre- 
sentative bodies. The local authorities as a 
whole might also make out a fair case for re- 
presentation; and even the former share- 
holders, who might Still be interested in ensur- 
ing that the interest on their Stock was paid (if 
that method of taking-over were adopted), 
would have a certain claim. Thus the Board 
would tend to contain a permanent majority of 
capitalist and anti-Labour interests. 

“ It does not, of course, follow, nor would 
it be for a single moment desired, that mem- 
bers of the Labour Movement should be ex- 
cluded from membership of the Board. In the 
trades unions and the Co-operative Movement, 
for example, there are members and officers of 
wide, valuable experience and executive capa- 
city, and this will be increasingly the case in 
future; in central and local government there 
are Labour representatives of considerable 
ability; while there are many members of the 
Labour Movement who have developed the 
necessary qualifications in their private em- 
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ployment. In pra&ice, no Minister of Trans- 
port could ignore this fa£t, nor in particular 
could he ignore the special experience to be 
found in the trades unions. It would, indeed, 
be the duty of a Labour Minister of Transport 
to insist that these sources be drawn on; but 
the final teSt muSt be that of individual capacity, 
about which, however, there should be no 
difficulty.” 

On behalf of the Transport Workers’ Union, 
Mr. Harold Clay moved, to the resolution approv- 
ing the Report, an amendment which provided that 
certain of the members of the National Transport 
Board, and/or of any Direfting and Managing 
Authority that may be established, shall be ap- 
pointed by the Minister only after consultation 
with the Trades Unions having members em- 
ployed in the industry. Perhaps I may be per- 
mitted to observe, in passing, that the principle 
of the proposal has never been applied to the 
composition of the Transport Workers’ Union 
Executive, the T.U.C. General Council, the 
Labour Party Executive, the Workers’ Travel 
Association Committee, the Council of the Inde- 
pendent Labour Party, or — as a general practice — 
in the Co-operative Movement : yet, if the prin- 
ciple of “ the representation of the workers in the 
industry ” is sound, why not? For the Staffs of 
these bodies have much knowledge and experi- 
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§ Another Labour View 
Setting the merits of the controversy aside, 
Mr. Clay made a brilliant Conference speech 
which undoubtedly impressed a considerable pro- 
portion of the delegates. I am anxious that his 
argument shall be properly Stated here, and I 
trust that the following extracts from his speech, 
as reported in the Labour Party’s Conference 
Report for 1932, State faithfully the point of view 
he expressed at the Conference on the merits of 
the point we are discussing : 1 

“ In the amendment we are seeking to 
humanise the machinery that the Report 
visualises, and we believe we can do that 
without loss of efficiency. We have no room 
for inefficiency in industry, because our people 
are the people who suffer; but we believe we 
can bring from the Trades Union and Labour 
side an element into industrial management 
that has been absent in the paSt, and it is due 
to the absence of that element that industry 
is in many cases in the position it is to-day. 
We are as public-spirited as any employer, or 
any of those who have acted for employers in 
the paSt. We are out for efficiency equally with 
Mr. Morrison, but efficiency that is not devoid 
of what I might term humanity. . . . 

“ Mr. Morrison said I might look at para- 
graph 46. I have looked at it and I say, with all 

1 For my own speech, to which Mr. Clay was replying, see Labour 
Party Conference Report, 1932 (Transport House, S.W.x, is.), pp. 
2II-2I4. 
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respeft to Mr. Morrison, that it is the shadow 
with no element of substance about it. What 
Mr. Morrison forgets is that Labour will not 
always be in a position of power at the Ministry 
of Transport, and he might not always be 
Minister of Transport if we had a Labour 
Government. I want to say, speaking for my 
own Union and, 1 believe, for a considerable 
section of the Labour Movement also, there are 
very excellent people within our Party who are 
not altogether what we would like when big 
fundamental Trade Union problems have to be 
dealt with. 

“ The Report before us offers us Whitleyism. 
Well, I have been working Whitley machinery 
since 1919. What is it? It is wage regulation 
machinery and nothing more. We will get 
the best we can out of that, but that is not con- 
trol in any way. Then it offers us an advisory 
committee. We can advise the fellows who 
are in the seats of the mighty, and we can take 
their advice or otherwise. I am not decrying 
the value of advisory committees if those who 
are on those committees know their job; but 
that is not a substitute for power, and in this 
Report there is no suggestion at all that the 
workers within the industry shall have a de- 
finite place where policy is decided and where 
operative decisions are made. And when you 
come to wage questions and the like, those are 
conditioned by the kind of policy that has 
been determined before. 


200 


LABOUR AND THE BOARD 

“ Make no mistake about it. The political 
Labour Movement this week has shown that 
it is out for political power, so the workers in 
industry are going to see that they are for in- 
dustrial power. Mr. Morrison referred to a 
number of dangers and difficulties which, un- 
fortunately, I have not time to deal with. Let 
me say this in a sentence. Of course, if Trades 
Unions are represented on the Boards, their 
men will be in a position of difficulty, but then 
the rank and file can say no worse to you on 
those occasions than they say now. But, after 
all, it is not what the rank and file chap says to 
you, it is what he really feels, and sometimes 
when he is saying the Strongest things, he 
knows you are doing jolly well for him. 

“ There is a fear, we are told, that if you 
open the door to labour you are opening the 
door to other interests. We do not accept that 
point of view at all, because we do not, with 
all respeft to Mr. Morrison, put labour in the 
industry in the same category as the users of 
transport. We do not put them in the same 
category as the London County Council. We 
are told that if we get labour represented we 
shall always have labour in a minority, but if 
we leave things, as the Report States, to the 
kindness of a Minister of Transport, then some 
day in the long run, when we will all be dead, 
labour will have a majority on the Board. That 
is not good enough for us. Labour is Staking 
out the claim now, and for one very good 
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reason. Mr. Morrison assumes, if his argu- 
ment means anything, that we are living in a 
Socialist society to-day, and we are not. This 
is a class society, whether we like to admit it 
or not; and whether we say that interests will 
be represented or not, interests will be there. 
Every interest but that of the people who are 
a&ually doing the job. 

“ 1 say, with all respeft to my friend, Mr. 
Morrison, that he is living in a world of un- 
reality. Tie has worked out a scheme and he 
says that it works; he believes in it and he has 
sufficient drive to convince the Executive, but 
I hope he has not sufficient drive to convince 
this Conference to-day. I do not happen to 
be a Syndicalist. I went through that Move- 
ment like many others. I am a Socialist. I 
believe in political democracy, but I do not 
believe that can become complete until you 
have industrial democracy. One of my diffi- 
culties in reading this Report is that it appears 
to assume the permanency of the purely com- 
modity Status of labour. That, I think, is a 
fundamental objeftion. It assumes that the 
Board will be a kind, benevolent sort of thing 
that will give to labour an opportunity to learn 
more about the job. Good heavens ! we can 
teach them more about the job than they ever 
knew. I have been dealing lately with the 
development of Company Unions, welfare 
schemes and things of that sort. That kind of 
thing is not good enough for us. 
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“ Finally, this report pays no regard to what 
I may term the humanities of labour. I would 
like to have the spirit which animated Tawney 
when he wrote his Acquisitive Society. After 
all, industry has a purpose, and if that purpose 
is going to be finally achieved, then the workers 
within the industry must have full citizen rights. 
They have not only to be efficient wealth pro- 
ducers, but they have to realize that in doing 
their job, and doing it well, they are ministering 
to the community as a whole and rendering 
service to a great ideal. 

“ Our amendment, if I may say so with 
respeft, or an amendment which embodies the 
principles I have attempted to enunciate, will 
be accepted as the beginning of a big forward 
movement. For, after all, the thing that counts 
in this world is power. The thing that counts 
is the capacity to wield power. We have that 
power. We are outlining now at least the be- 
ginning of that opportunity, and I feel myself 
that this Conference this morning, by accepting 
this amendment, can give a great call, not only 
to the political Labour Movement, but to the 
industrial movement in this country in a way 
that we have not done since the 1918 pro- 
gramme was issued by the Labour Party — a 
programme which in itself accepted the very 
ideas embodied in our amendment.” 

Since then, Mr. Clay has made another speech; 
it comes very near to Syndicalism according to a 
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report which appeared in the Daily Herald of 
January 9th, 1933. He was addressing the 
University Labour Federation at Sheffield: 

r “ Industry will follow one of two alterna- 
tives in the near future — extensive trustifica- 
tion or socialisation. Trades unions must 
reorganise to be prepared for the day when 
socialisation becomes a fa£t. 

“ The workers should have control of the 
right of appointment to supervisory positions,” 
he added. “ The claim of industrial labour maft 
be that those who are in positions of authority 
mu§t have some responsibility to those in the 
manual and operative grades. 

“ I would submit as a general ruling prin- 
ciple that in a completely Socialist State the 
running of industry would be by the people 
within that industry.” 1 

Speeches supporting the Report of the Execu- 
tive at Leicester were made by Mr. C. T. Cramp 
of the National Union of Railwaymen, and by 
Mr. A. G. Walkden of the Railway Clerks’ Asso- 
ciation, who had juSt been ele&ed Chairman of 
the General Council of the Trades Union Con- 
gress. Mr. John Bromley, of the Locomotive 
Engineers and Firemen, dissenting from the 
views to which all three Railway Unions were 
committed at the time of the negotiations on 

1 As a realistic commentary on this viewpoint, see the frank 
statement of the Russian Trade Union leader, Mr. Goltzman, in 
Chapter XII, p. 215 of the present volume. 
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the London Passenger Transport Bill, sup- 
ported the Transport Workers’ amendment. As 
the General Council at the Trades Union Con- 
gress had agreed to give further consideration to 
the question, on behalf of the Party Executive, I 
agreed to take back those parts of the Report 
which involved the issue of workers’ representa- 
tion on the Board, and, subject to this, the reso- 
lution embodying the principles of the Report 
was adopted, the Electricity Report being treated 
similarly. 

As I had apprehended, the anti-Labour Press, 
although the Conference had come to no decision 
on the issue, was very pleased. It declared, in 
effeCt, that the debate showed that the Labour 
Party was incapable of taking a broad social and 
national view of economic policy, but allowed 
itself to be dominated by the seCtional interests 
of the Trades Union leaders in the industries 
being dealt with; and that, whilst the Labour 
Party might get the votes of the organised indus- 
trial workers, it would fare badly among the 
millions of other electors whose support it must 
obtain in order to get a Parliamentary majority. 
Such criticisms were premature and unjuSt in 
respeCt of the Labour Party and the Trades 
Union Congress as a whole, and were unfair to 
the delegates who had supported the Transport 
Workers’ amendment. Nor is it true to suggest 
that the Trades Unions of each industry claimed 
the exclusive right to determine Labour Party 
policy in relation to that industry. The claim 
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was not made; 1 cannot believe it would be con- 
ceded if it were made. Politicians in all political 
parties take account of their “ big battalions ” — 
some of them are at times improperly afraid of 
their “ big battalions ” — but to suggest that 
Labour Party leaders when dealing with the 
problems of an industry are made the slavish in- 
struments of the Trades Union leaders catering 
for that industry is not only untrue, but any 
Labour Party leader who permitted himself to be 
so enslaved would be unworthy of his position. 
I can only say, so far as my experience in this 
respect at the 1932 Party Conference is relevant, 
that although it was known in advance that I held 
Strong convi&ions against the policy expounded 
by the Transport Workers’ Union, I have not 
heard of a single Trade Union that refused to vote 
for me as a candidate for the National Executive 
because of the line 1 took against a substantial 
body of Trade Union opinion. 

Quite apart from any question of seftional in- 
dustrial interest, or of any ambition on the part 
of Trades Union leaders to become members of 
such Boards (indeed 1 rather think that, when it 
came to the point, there would be few of them 
anxious for the embarrassments of such a posi- 
tion, unless they intended to give up a&ive offi- 
cial Trade Union work), the fa£t must be con- 
ceded, disagree with it though I do, that behind 
the Transport Workers’ Union amendment there 
is a social philosophy which the politician may 
in its particular application dispute and rejeft, but 
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which he cannot ignote or rule out as outside 
the scope of argument. That social philosophy 
is indicated in the Leicester speech of Mr. Clay, 
quoted above; indeed, in the constitution of* 
some of those public trusts and bodies which are 
frankly based upon the representative principle 
(e.g., the Port of London Authority), it has been 
conceded by Conservative and Liberal Govern- 
ments. Because the Central Ele&ricity Board 
was co-ordinating and supervising other people’s 
property, the Minister of Transport was dire&ed 
to take account of the desirability of the repre- 
sentation of interests in making appointments 
to the Board, and in the case of the public 
dock and harbour authorities which have Boards 
constituted on the representative principle, the 
representation of labour is conceded in certain 
cases even where no Statutory right of labour 
representation exists, although other interests have 
such a right. I made a number of appointments 
to such bodies whilst Minister of Transport of 
competent men from the ranks of labour asso- 
ciated with the transport and other industries. 
Some of them, such as that to the Mersey Docks 
and Harbour Board, constituted the first recogni- 
tion of the rights of labour by a Minister of 
Transport. Incidentally, I may say that I got no 
credit for this, in the debate at Leicester; indeed 
it was not mentioned by my critics. But one 
muSt not expect too much! 
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§ The Criticism Examined 

The Labour Movement feels, and rightly feels, 
.that Labour has for too long allowed itself to be 
regarded as the hewer of wood and the drawer of 
water for the classes above. It is not with the 
spirit, but with the form and the practical con- 
sequences of the Transport Workers’ Union 
policy that 1 disagree. I am of the working-class 
myself and I share in the revolt of its more 
enlightened elements against the commodity 
Status of the workers by hand and by brain. But 
that commodity Status will remain in greater or 
lesser degree as long as society is divided into 
owners and proletarians ; and it is self-deception 
to think that it is ended or materially affected 
because, as an act of kindness, such and such a 
Union has been allowed to nominate Brother So- 
and-So as a member of such and such a Board, 
where he sits side by side with a majority repre- 
senting capitalist or non-Labour interests. They 
will be nice to the representative of Labour who 
has been allowed in, will these hail-fellow-well- 
met, soft-mannered capitalists. Indeed the re- 
presentative of Labour must be a man of Strong 
chara&er if his spirit of working-class indepen- 
dence is not to be smothered by that kindness of 
which the British bourgeoisie has great resources 
for use in circumstances which are advantageous 
to it ; the “ aristocratic embrace ” has been 
used against Labour industrialists as well as 
Labour politicians. But it may not regard him as 
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a man whose services have been sought because 
of his personal capacity: it will tend to regard 
him condescendingly (though the condescension 
will not be manifest), as “ one of these Trade" 
Union chaps put on the Board to please die 
workers.” In a real Stand-up fight with labour in 
the industry he may fall out of the picture, either 
because the other side do not want a man respon- 
sible to the Trades Unions to be too much in the 
know, or because he himself would feel uncom- 
fortable “on the inside” at such a time, or would 
be suspected by his rank and file and held jointly 
responsible for the anti-Strike activities of the 
Board. 

I can understand, though as a Socialist I rejeft, 
the Syndicalist demand of “ the mines for the 
miners ” and, presumably, “ the duSt for the dust- 
men but with all the good-will in the world, 
I cannot share in Mr. Clay’s emotion and idealism 
on the demand that the Unions in the industry 
should have a Statutory right to appoint or 
nominate one or two members on the Board. 
I regard it as an undignified and humiliating 
proposal, particularly as it is highly probable 
that the aCtual workman Still engaged in the in- 
dustry would rarely, if ever, be nominated. I 
work for the classless society of Socialism; the 
Stereotyping of the representation of classes and 
interests on the Boards of public concerns seems 
to me to be capitalist rather than Socialist in its 
philosophic basis. I want working-class people 
to be members of such Boards — the more of the 
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right kind we can find the better — but I want 
,j : them to be appointed as equals with other mem- 

bers by a Minister publicly accountable for his 
•appointments; I want them to be appointed on 
grounds of personal capacity; as will be seen 
from Chapter XIII, I make proposals whereby the 
s number of aflual industrial workers possessing 

the necessary capacity will be increased; I want 
them to sit at the Board table, not as work- 
men guaranteed seats by an aft of Parliamentary 
charity, but as full equals, appointed by a Minister 
of the Crown because of their personal fitness for 
the duties to be discharged. From this point of 
view the proposal that labour, and labour alone, 
should have a Statutory right of representation is 
particularly humiliating, and would put the re- 
presentative of labour, vis-a-vis his colleagues, in 
a special category, a category, I suggest, of pre- 
sumed inferiority. 

§ The Inevitable Consequence 

As a matter of fa &, however, it would not be 
practical politics to reStrift the Statutory right of 
representation to labour in the industry. Take 
the composition of the Board of the National 
Transport Corporation. Once the principle of 
the Statutory right of representation was con- 
ceded to labour in the industry, other — and in the 
Parliamentary sense, probably irresistible — de- 
mands would arise. 1 am not sure that the Gen- 
eral Council of the Trades Union Congress would 
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concur in the interests of organised labour outside 
the industry being ignored. 1 can conceive a 
Strong demand coming from the Co-operative 
Movement for the right to appoint members to* 
the Board, and it is highly probable that a ParFia- 
mentary Labour Party — once having conceded 
the principle — would not wish to resist the claims 
of the Co-operative Movement. The farming 
and rural interests would put up a powerful case 
on the basis of the vital importance of transport 
to agriculture and the rural industries, and I fore- 
see a dangerous coalition of Conservative and 
rural Labour M.P.’s on such an issue. Other 
demands would come from the general body of 
manufacturers, from heavy industries such a? 
mining and iron and Steel, from the associations 
of local authorities, from the former share- 
holders, etc. The test of ability and loyalty to 
the undertaking — -which should apply to all the 
members of the Board — would be very difficult 
to operate. At the end of the Parliamentary 
battle we should have got a Board, not appointed 
because of personal ability, not thinking and 
afting corporately for the economic well-being 
of the undertaking and for the public service, but 
a Board of very doubtful ability, probably of a 
fairly high average age, some of them put on as a 
“ good turn,” each one of them thinking juSt as 
much of pleasing the interests that appointed him 
as of the corporate well-being of a great socialised 
industry. A Socialism that succeeds will expand 
and prosper, but Socialist experiments that fail 
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will be exploited by the anti-SocialiSts and will 
bring Socialism itself into disrepute. In these 
circumstances, fully recognising the equal sin- 
cerity of the critics, I believe that I was upholding 
the" best traditions of Socialism when I resisted 
the Board of interests and fought for the Board 
of ability in providing in the London Passenger 
Transport Bill that — 

“ the members of the Board shall be persons 
who have had wide experience, and have shown 
capacity in transport, industrial, commercial, 
or financial matters or in the conduit of public 
affairs.” 1 

If the Labour Movement chooses at this Stage, 
it can take the other course with pre-war phrases 
of “ Workers’ Control of Industry ” resounding 
in its ears, phrases which it never analysed or 
applied to concrete business problems. Impelled 
by emotional appeals and denunciations, it can 
assume that qualifications of personal compe- 
tence need not be carefully taken into account 
by the responsible Minister in making appoint- 
ments to the Boards of Public Corporations. But 
it will not continue to do so. After a time it will, 
I am convinced, see the error at great cost, and 
modify its policy. 

1 Clause i (2) of the Bill as amended in the Joint Seleft 
Committee. 
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R ussia has been through this experience 
but, fortunately for its Government, it did 
not have a Parliamentary democracy which could 
throw the Commissars out of office for muddling 
industrial dire£tion, as they undoubtedly did In 
the difficult early years of the Revolution. 

A Study of the successive decrees of the Soviet 
and the Russian Communist Party in relation to 
the management of industry is profoundly in- 
teresting. The Russian Bolsheviks 1 had been as 
reckless as anybody, and more reckless than most, 
in their talk about the mines for the miners and 
the factories for the faftory workers. For a 
period, they carried out their slogans and kept 
their Soviet election pledges. 

Issued on November 14th, 1917, immediately 
after the Bolshevik Revolution, one of the first 
decrees of the Russian Communist Government 
provided that “ control shall be exercised by the 
workers in each undertaking as a whole through 
the medium of their duly elefted representatives 
. . . working in conjunction with the delegates 
appointed by the salaried employees and technical 
Staff.” The appointment of the workers’ repre- 

1 See The History of the Russian Revolution, by L. Trotsky. 
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sentatives in the management was, I understand, 
secured through the Trade Union organisation, 
and the principle was applied to an industry 
"’generally as well as to a particular factory. The 
system of workers’ control, however, was not 
long lived, for by February, 1918, the authorities 
appear to have contemplated its abandonment. 
In March, 19 1 8, at the first session of the Supreme 
Economic Council, Larin had to admit the failure 
of the effort to set up workers’ control : 

“ In the beginning, workers’ control was 
tried. This experiment did not succeed; in 
certain places it led to the entry into possession 
by the workers of the enterprises where they 
worked, and in others to a fiftitious control 
which served as a screen to the proprietors of 
the establishment. The idea of workers’ con- 
trol had to be abandoned little by little, and 
groping blindly we pass to the idea of workers’ 
management of the enterprises. But experi- 
ence obliged us to abandon the idea of manage- 
ment of a faft'ory by its workers and employees, 
which in practice was equivalent to the sub- 
stitution for a single proprietor of a group 
of proprietors whose interests were in contra- 
diction with the interests of the working-class 
as a whole.” 

Goltzman, a member of the Central Committee 
of the Metal Union, criticised workers’ control in 
I^yeffia of April 27th, 1918: 
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“ What has workers’ control given us up to 
the present? We muSt have the courage to 
admit that its results are not always satisfactory. 
Often — it may be seen in many enterprises — * 
instead of the former proprietor of the enter- 
prise, after the October revolution another 
proprietor came who was just as individualist 
and ju§t as anti-social as the previous one. The 
name of the new proprietor was * Control 
Commission.’ In the Donetz basin the metal 
works and the mines refused to deliver to each 
other coal and iron respectively on credit, and 
sold the iron to the peasants without taking 
into consideration the interests of the State. 
All this took place under the protection of the 
workers’ control. The Control Commissions 
in several works asked the State for subsidies 
for their works. At the request of Control 
Commissions several little enterprises which 
were not up to date from a technical point of 
view, were nationalised and became a heavy 
charge on the budget.” 

A decree of March 3rd, 1918, ordered that all 
undertakings abandoned by their owners were 
to be managed by a Board composed of equal 
numbers of workers, technical workers, and re- 
presentatives of the Supreme Economic Council, 
this being, it will be observed, a definite modifi- 
cation of the measure of workers’ control. In 
exceptional cases local workers’ organisations 
were entrusted with the management of such 

215 


SOCIALISATION AND TRANSPORT 

undertakings. A more systematic scheme of 
nationalisation was introduced on June 20th, 
1918, and this provided that the nationalised 
'undertakings were considered as leased free of 
charge to their former owners; and the instruc- 
tions which followed this decree respecting the 
management of nationalised enterprises went 
only so far as to mention the control exercised 
on the management by the workers’ organisa- 
tions. This control, however, in fad led to 
numerous disputes between the workers’ control 
committees and the management and technical 
Staff; the issue was determined by giving the 
Trades Unions the right to nominate the majority 
of members of the executives of the various 
undertakings, but it was understood that the 
technical workers had to form part of the workers’ 
Union. Thus the technical workers were eligible 
for nomination to managerial posts. 

Although Trades Union leaders towards the 
end of 1919 were urging the management of the 
entire economic system of the country by the 
Trades Unions, this did not find favour in the 
higher economic administrative circles where 
there was a tendency to limit the collaboration of 
the Unions to questions relating to the general 
welfare of the workers. While the Trades Union 
leaders gave support to the scheme of industrial 
management by governing bodies, in 1919 several 
of the Soviet leaders had begun to demand that 
the economic undertakings should be managed 
by single managers having complete responsi- 
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bility, instead of by the governing bodies indicated 
above. Indeed this view was taken by Lenin at 
the Third Congress of Economic Councils, when 
he said: 

# 

“ Experience proves, on all sides, that the 
more perfect the organisation of a State be- 
comes, the more restricted is the collective 
principle. P radical work depends upon the 
responsibility of one person, because this 
system enables one to discover and utilise the 
adtual efficiency of each worker. ... It is 
evident trade unions mud take part in economic 
administration, as this is the foundation of our 
programme, but it is sufficient for them to put 
forward candidates.” 

The Steady evolution of Soviet thought away 
from the cruder forms of workers’ control was 
again manifest at the Ninth Congress of the 
Russian Communist Party in 1920, when a com- 
promise resolution was adopted providing that 
an individual manager of an undertaking might 
be either an experienced Trades Unionist or a 
technical worker aided by a Trades Union official 
(or by Trades Unionists in a consultative capa- 
city). It was conceded that the system of collec- 
tive management might be maintained when it 
gave satisfactory results. 

Up to the introduction of the famous New 
Economic Policy, the Trades Unions appear to 
have been the maders of the economic enter- 
prises. In certain undertakings the Unions did 
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not constitute the entire governing body, and 
they often had to give way before a responsible 
manager; nevertheless they did contrive to im- 
pose upon this manager an adviser whose coun- 
sels Trad to be followed. Things changed after 
the introduction of the New Economic Policy in 
1921, when it was declared that the main function 
of the Trades Unions muSt be the protection of 
the workers’ interests. It was decided that the 
Unions should take no further part in the aCtual 
management of industrial undertakings, the func- 
tion of management being reserved to officers 
specially appointed by the appropriate economic 
organ of the State. 

Adopted by the Central Committee of the 
Russian Communist Party at the end of Decem- 
ber, 1921, the essential point of the declaration 
setting out the duties of the Trades Unions was 
that in all matters of industrial management full 
powers were to be given to the respective 
managers. It was declared, however, that the 
Trades Unions should take an interest in economic 
organisation and propose candidates for the 
higher administrative positions, but the right of 
selection belonged entirely to the economic 
organisations which bore the whole responsi- 
bility for the organisation of industry. Thus the 
sphere of Trades Union aCtion in the realm of 
responsible industrial management was Steadily 
reduced. No mention was made of the Trades 
Unions either as regards the nomination of 
directors, which appeals to have been reserved to 
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the Supreme Economic Council, or as regards 
the management of the undertakings, in an official 
Order on the constitution of trusts published on 
April ioth, 1923. They were granted representa- 
tion on auditing committees only, being allowed 
to appoint one member in three. In November, 
1923, a joint circular was issued by the All 
Russian Central Council of Trades Unions and 
the Supreme Economic Council under which the 
Trades Unions would relinquish their share in the 
administration of the under taldngs . The wording 
of the decision was as follows : 

“ The directing economic organisations 
(trusts, administrations, etc.) have full author- 
ity in all matters connefted with the manage- 
ment of the undertakings entrusted to them. 
They are fully responsible for management, 
and cannot therefore give trade union inter- 
vention as an excuse for inadequate output in 
the industry. In these circumstances, it is in- 
admissible that the trade unions should inter- 
fere in any way with the management of the 
undertakings.” 

Despite the great differences between Russian 
and British conditions, the resolution— though 
more aggressive — comes very near to the declara- 
tion of the British Labour Party Executive, 
quoted on page 195, which resists the proposal 
that the Trades Unions should have a Statutory 
right of nomination in respect of a certain num- 
ber of members of the Board of a Public Cor- 
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potation, for it goes on to define the consultative 
funfUons of the Unions : 

“ When appointing the managing bodies of 
trusts or separate undertakings, the economic 
organisations must invite the trade unions to 
submit candidates, and muSt give them the lists 
of their candidates; although the final decision 
lies in the hands of the economic organisations , 
nominations must be examined ... in co- 
operation with the trade unions.” 

When dealing with the position of the Trades 
Unions in the drafting of the comprehensive 
programmes of the economic organisations, the 
declaration adopts an attitude which I imagine 
would not be unacceptable in principle to those 
in the Labour Party here who agree with my 
view: 

“ The trade unions muSt be represented on 
committees for drafting the programmes of the 
economic organisations . . . the designation of 
undertakings to form part of a trust ... or to 
be leased . . . foreign business relations, the 
determination of branches of industry in which 
joint companies may be formed, the examina- 
tion of conditions under which private capital 
may be admitted to Russian industry.” 

Melnitchansky, one of the most prominent of 
the Trades Union leaders in Russia, Stated the 
position in the following words in an article in 
Imprecorr for Odtober 7th, 1926: 
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“ In the Union of Socialist Soviet Republics 
a sharp distinction is made between the func- 
tions of managing industry and the functions 
of organising and defending the interests of the? 
workers and employees in industry. The 
former function is in the hands of the National 
Economic Authorities of the Trust and Indus- 
try Managements, and the latter functions in 
the hands of the workers’ organisations and 
the trade unions.” 

The next declaration to note is that of Septem- 
ber, 1929, by the Central Committee of the Com- 
munist Party — -which, it muSt be remembered, 
is pretty well the Government in Russia — con- 
tained in an Order setting out principles for the 
management of State industry. There are em- 
phasised the complete authority and responsi- 
bility of managers in State industrial undertakings. 
The Order declares that the manager of an under- 
taking is to be responsible entirely for the carry- 
ing out of the budget and production programmes. 
There is to be vested in him the exclusive right 
to engage the technical and administrative Staff, 
and “ when a worker is engaged, transferred, or 
dismissed, the decision of the manager may not 
be invalidated by the opposition of the Com- 
munist cell or the Trade Union.” 

Laying down the rights of workers’ com- 
mittees, the Order says : 

“ The trade union organisations, while de- 
fending the economic and cultural interests of 
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the workers, must collaborate energetically in 
increasing their output. The workers’ com- 
mittees muSt, in particular, assist in the drafting 
of production programmes and in the Study of 
possible economies and methods of rationalisa- 
tion. The workers’ committees must also 
assist to the beSt of their ability in carrying out 
all measures calculated to increase production, 
as well as in the completion of programmes 
and observance of the provisions of the budget. 
They muSt not, in any case, interfere in the 
management, or place obstacles in its way.” 

Finally on September 7th, 1929, the official 
organ of the Supreme Economic Council de- 
clared that : 

“ The trade union and Communist organisa- 
tions in industrial undertakings must help to 
support the principle of unity of command, 
while at the same time Stimulating the initiative 
and enthusiasm of the workers by means of 
socialistic competition, conferences on pro- 
duction, etc.” 

Such is the Story of the evolution of the Russian 
Soviet mind from the doctrine of workers’ con- 
trol in its crudest form— -a form which, it is but 
fair to say, would not be urged by any responsible 
body of British Trades Union opinion, although 
(see p. 203) Mr. Harold Clay is close to it — to a 
position which broadly, though not in exaCt 
detail, corresponds to the general outlook of the 
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Labour Party’s Policy Reports on Transport and 
Electricity. And it may be, of course, that the 
evolution of the Russian Communist mind has 
not yet Stopped. 

I have dealt with the Russian experience because 
it is important in itself and because some of my 
critics in the Labour Party (not the leaders of 
the Transport Workers’ Union) who so often 
wrongly persuade themselves that they are on 
the Left, also find it difficult to believe that the 
Russian Communist Government can do any 
wrong. They will, I suspect, be a little surprised, 
and possibly disconcerted, to find that there is 
considerable sympathy of outlook on economic 
matters between the Russian Communist Govern- 
ment and the author of this boolcl My only doubt 
is whether I am not somewhat on the genuine 
Left of the Soviet Government in this matter. 

I suggest it is better to look fads in the face 
now, and to profit by the valuable lessons to be 
gained from economic administration in Soviet 
Russia, rather than waste ten or twelve years in 
the — in our case needless — process of trial and 
error. vL/WATV-h 
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CHAPTER XIII 

n 

“ Workers ’ Control The Reality of the Matter 

I N THE REVIEW OF THE EXPERIENCE OF SOVIET - 

Russia we have got beyond the primary 
point under discussion, namely, whether the 
working-class people sitting on tne Boards of 
Public Corporations should be appointed in the 
same way as other members on grounds of 
personal ability, or whether they should be 
nominated by Trades Unions in the industry as 
the representatives of an interest. The extrafts 
from Russian sources which 1 have quoted relate 
not only to the supreme managerial dire&orate 
of an industry, but to all those phases of workers’ 
control which have far greater significance in the 
daily life of the industrial workman. 

1 have expressed my desire that the administra- 
tive and operative workers of all grades shall 
have made available to them the whole Story of 
the industry in which they are employed, and, 
indeed, that of economic life generally. I am 
anxious that the rank and file of industry shall 
personally desire to be well informed about in- 
dustrial affairs in their widest aspefts. The faft 
must be faced, however — as the T.U.C. General 
Council indicated in its 1932 Report— that the 
majority of workmen are, and are likely to re- 
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main, more interested in the organisation, condi- 
tions, and life of their own immediate workshop 
than in those finer balances of financial, indus- 
trial, and commercial policy which are discussed 
in the Board room. These considerations have 
their effedt on the daily life of the rank and file of 
workers employed in the undertaking; they will 
form the subject of keen discussion with the 
representatives of the Trades Unions, not only 
in the course of negotiations as to conditions of 
labour, but in the National Consultative Commit- 
tee of the industry. Nevertheless, except in so 
far as they are dramaticallybrought home to him at 
a time of industrial dispute, the fa£t muSt be admit- 
ted that in practice the worker is to-day more 
concerned with the immediate surroundings of his 
industrial life. This againleads me to the conclusion 
that those who have concentrated on the Statutory 
right of certain Trades Unions to nominate one 
or two members to the Boards of Public Corpora- 
tions ate Starting at the wrong end. I am con- 
.fident that after a few years’ experience of a 
Trade Union delegate on the Board, the rank and 
file of the workers in the industry would regard 
his presence there as something of an irrelevance 
as compared with consultation as to the organisa- 
tion of the department in which they worked; 
and that they may have ceased to look upon the 
Trade Union delegate on the Board as a person 
who could really represent their views and as- 
pirations, or who had red and intimate contaft 
with the daily industrial life of the workers in 
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the sense that the advocates of the Statutory right 
of representation on the Board had led them to 
believe. 

«■ It is with his daily industrial life in the work- 
shop that the average workman is most con- 
cerned, and it is in the workshop that we should 
begin the consideration of the application of the 
vague and almost unthought-out phrase, “ work- 
ers’ control.” In these discussions we are 
driven to a good deal of speculation, for the field 
of experience is not extensive. Moreover, it is 
difficult not to be misunderstood, for already, as 
we have seen, Mr. Cliif was quick to criticise the 
General Council of the T.U.C. with another 
phrase — that of “ Whitleyism ” ■ — when the 
General Council talked about workers’ councils. 
Consultation and conciliation in capitalist work- 
shops can be, and indeed have begun to be, 
instruments of anti-Trade Union a&ivity on the 
part of the employers, and have prejudiced the 
objective consideration of one of the moSt im- 
portant problems in industrial organisation. 

It looks as if the Soviet has come to laydown two 
principles : first, that industrial management must 
be the definite responsibility of persons appointed 
by the economic organs of the State, the rights 
and responsibilities of management being insisted 
upon, not so much as a favour to the managers 
and as a limitation of the rights of Trades Unions, 
as for the purpose of preventing the managers 
evading their responsibilities when criticisms 
have to be met and mistakes have to be answered 
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for; secondly, that the rank and file workers in 
the shop in association with the Trade Union 
organisations have a right to consultation as to 
the lay-out and organisation of industrial work’ 
in so far as it has a bearing on the life of* the 
workers, and as to those welfare and social 
a&ivities which have been developed in socialised 
industries in Russia, which are also a feature of 
certain capitalist undertakings in other parts of 
the world, including Great Britain. The key-note 
as to the rights of industrial labour in Russia, 
however, has come to be consultation rather 
than dired executive power. I am inclined to 
think that in its readion from the Stupidities and 
crudities of the earlier forms of workers’ control, 
the Soviet Government has had to swing back 
farther than is desirable. I should hope that after 
fifteen years of a definite socialisation policy in 
Great Britain, we should have got farther in the 
progressive application of ail that is sensible in 
what is known as workers’ control than has 
the Communist Government of Russia. I think 
we shall be able to apply the principle more 
generously and in a shorter time by a policy of 
Steady expansion in Stages as experience warrants, 
rather than by crudely applying theoretical slogans 
without practical considerations having been 
taken fully into account. 'Within reason, chances 
and risks must be taken, possibly for defined 
experimental periods, but I suggest that nothing 
is lost if we keep in mind the Socialist principle 
that the purpose of Socialism is the social good 
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of all, and not only economic advantage for the 
workpeople employed in a particular industry; 
and secondly, that the principle of workers’ control 
should only be applied up to the point that the 
workers are reasonably fitted and equipped 
wholly or partially to discharge the fundtions of 
control. Let who will win the plaudits of the 
militants by declaring that the workers are fit 
for anything. That was what the Russian Bol- 
sheviks did in 1917, but they ended up with the 
decrees of the Communist Party repudiating 
pra&ically the whole do&rine of workers’ control 
as popularly understood. That kind of demagogy 
does not appeal to the beSt minds of British 
Trades Unionism; nor would the masses of 
industrial labour wish this kind of deception to 
be served up to them. 

In all the circumstances, one would be foolish 
to attempt to lay down any definite scheme; 
rather must I indicate principles. What the 
enlightened workman is in revolt against is wage 
slavery and industrial serfdom. And he is right. 
His labour power is bought when it suits the 
capitalist to buy it and (with creditable excep- 
tions) dispensed with like a worn-out overcoat 
when the workman becomes old or otherwise 
ineffedtive, or like a motor car when bad times 
come and it is necessary to cut down expenses. 
Under capitalism the labour power of the work- 
man is a commodity juSt as coal and sugar and 
iron and Steel are commodities. Moreover, it is 
an axiom of capitalism that the workman must 
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be kept in his place. I do not merely mean that 
he is not allowed to be saucy, for nobody should 
be saucy in an offensive way; I mean that he is 
encouraged to feel that he had better not know 
too much; that his proper course is to know his 
job, do his job, and give satisfaction within the 
direCt limitations of his allotted task; and that he 
should regard the higher problems of industrial 
management, commercial policy and financial 
administration as subjects which are reserved to 
the men at the top and in which he should be 
careful not to interest himself. This serf-Status 
of labour is in many ways much more a spiritual 
and intellectual injury than a material one. 


§ Measurement and Publicity 

I lay down as my first broad axiom for socialised 
industry that doCtrine of measurement and pub- 
licity urged by Mr. and Mrs. Sidney Webb in 
their Constitution for the Socialist Commonwealth of 
Great Britain. Within proper limits it may be 
necessary for us to concede that the public in- 
terest requires privacy in a certain restricted field, 
particularly in the transition period, when capital- 
ist interests which have so far survived may desire 
to make trouble. But the principle which 
socialised industry should aim at applying is that 
the nation, which is the proprietor of the under- 
taking, has the right to the maximum possible 
knowledge about the undertaking. For economic 
science — a very different tiring under Socialism 
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from much of the twisted Stuff served up under 
that name to capitalist society — in order to render 
the fullest public service, must be well equipped 
'with the aCtual facts of industrial production. 
Standards of industrial measurement — output, 
coSts, definition of units, and so on — muSt be 
worked out and agreed so that they may tend to 
become as indisputable as the Standard yard 
measure and the Standard pound weight Stored 
away in the wall of the House of Commons 
Staircase. The nation will demand this know- 
ledge and will certainly insist upon it in a Socialist 
society. It will be essential to the work of the 
economic organs of the State and to the forma- 
tion of intelligent public judgment. The indus- 
trial worker has every right to the fads of indus- 
trial production and financial policy, particularly 
in the industries with which he is connected. It 
is true that he will thereby secure early informa- 
tion as to economic progress which may give him 
a prima facie case for a demand for improved 
working conditions. This is no doubt one of the 
reasons why capitalism surrounds him with the 
greatest possible measure of darkness in these 
matters, except in times of difficulty. But in the 
classless society of Socialism the workman will 
have a greater social conscience than is possible 
under capitalism. And, moreover, the consumer 
will be similarly equipped with economic facts. 
Argument will ensue as to whether and in what 
measure the improved economic position shall 
advantage productive labour or the consumer, or 
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whether it shall be used for capital development 
or the improvement of public amenities. It will 
be much easier to resolve these disputations if 
the management of industry is social rather than 
sectional. 

But publicity and measurement cut the other 
way as well; the fadfcs may prove conclusively 
that improved working conditions are imprac- 
ticable, or even that concessions previously 
granted muSt, for the time being, be withdrawn. 
Let us have the fads; let them be prepared and 
tabulated in ways that win the confidence of all 
as to their bona fides; and then these indisput- 
able fads will of themselves settle many disputes 
which, under conditions of secrecy and half- 
truth, would involve grave economic, political, 
and social disputation, and even dislocation. 

§ InduHrial Education 

My second fundamental essential of industrial 
policy in relation to the matter we are discuss- 
ing is the preparation of plans whereby indus- 
trial and technical education appropriate to the 
circumstances is made available to all workers in 
the industry who desire to avail themselves of 
it. In its early Stages it might have to be simple, 
elementary, and inexpensive, but from the point 
of view of the well-being of the industry itself 
and the desirability of increasing the field of re- 
cruitment from which the technicians and indus- 
trial managers of the future are to be drawn, it 
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•would be sound industrial policy, although care 
may have to be exercised not to produce such an 
excess of fully qualified technicians who cannot 
be absorbed as will involve men feeling that 
their training is wasted. An enlightened work- 
man under capitalism — let alone the free “ eco- 
nomic ” citizen of a Socialist Commonwealth — 
should not be bamboozled into a State of happy 
ignorance by the myStery-men who want the 
policy and doings at the “ top ” to be regarded as 
something like a prieStly cult. 

Anti-Socialists who regard ignorance for the 
working-class as bliss, may objedt that all this 
business of education and knowledge, and of 
measurement and publicity being available to all 
will make the workman “ too big for his shoes.” I 
think they are wrong. The workman who is too 
big for his shoes will be knocked over the head 
by the many other workmen who know as much 
as he does. The discussions between the opera- 
tive workers and those holding administrative or 
diredtive posts in the undertaking, as to the 
application of the indisputable fadts which 
emerge from the policy of measurement and 
publicity, will tend to be on a friendly basis as 
between men and women having a mutual regard 
for their respective fundtions and responsibilities. 
And after all, as often as not, the trouble with the 
workman to-day who is too big for his shoes and 
who succeeds in being annoying rather than 
illuminating, is that he has happened to drop on 
some of the fadts, and that his mind is imbalanced 
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because he has not got at his service the whole 
body of the fads. I conclude, therefore, that the 
whole capitalist dodrine (happily, already modi- 
fied in some private firms) of trade secrets,* 
masters’ secrets, and accountancy secrets, must 
be blown sky-high, and that measurement, pub- 
licity, and education must take its place. 

§ Workshop Organisation 

This done, we shall be evolving a new and 
better type of industrial worker, juSt as we 
shall be evolving a new and better type of 
management. It will, I suggest, become thereby 
not only possible, but desirable, for the work- 
man in the shop and in the other units of in- 
dustrial organisation to be brought increasingly 
into effedive consultation by the management as 
to the organisation of that part of industrial 
produdion with which he is concerned in his 
daily life, and as to those welfare amenities which 
will be a developing charaderiStic of socialised 
industry. With the growth in the general social 
conscience, and with the spread of capacity and a 
sense of social responsibility, it will, I conceive, 
become the pradice partially to delegate to the 
foremen and workmen of the shops (subjed to 
managerial approval) the preparation of the 
method which is most effedive and convenient to 
them to achieve that quantum of produdion which 
is expeded from them. All this should be en- 
couraged, not so much as a condescension to the 
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•worker, but as a policy for the industrial advantage 
of the community. The workman in the shop is at 
times the first to see an imperfection of manage- 
ment. Under capitalism he is often afraid to tell 
his ‘employer in case he is told to mind his own 
business, or it may be against his interest so to 
tell left the security of his job and that of his 
fellows is imperilled. Under Socialism, however, 
these considerations go by the board because the 
relationship between the workmen and the admin- 
istration will be one of partnership and mutual 
self-respect. The workmen in common with the 
reft: of the community will share in the economies 
of management and administration, for the means 
of producing wealth will no longer be the mono- 
poly of the capitals and the landlords and used 
for their profit, but will be the colle&ive posses- 
sion of the nation and used for the common good. 

Suitably adapted, similar principles could be 
operated in resped of sedions of the administra- 
tive Staff. In some cases, however, the clerical 
and administrative workers may, as a matter of 
pradice, be interlocked with the operative work- 
men and be provided for in this resped through 
the shop or departmental organisation. 

It may well be possible also to evolve consulta- 
tive machinery between the management and the 
workers of the industry as a whole by means 
of periodical conferences of the management 
and the shop Stewards or delegates representing 
the various operative and administrative grades, 
provided the responsibilities of the Trades 
Unions and their officers are safeguarded. Such 
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a gathering would have excluded from its con- 
sideration matters within the purview of the 
shop or departmental organisation, except in so 
far as issues involving principles of substance* 
were collectively referred to the conference of the 
industry as a whole. The conference of the in- 
dustry should have a definite agenda sent out in 
advance, accompanied by relevant information 
and memoranda, and the workmen’s side should 
have every opportunity of setting down com- 
petent questions for discussion. The conference 
would be consultative and informative and not 
executive. Where there was full agreement on 
changes desired, those changes would be operated 
on the order of the Board. It would not be 
desirable, however, for the responsibilities of 
the management to be weakened in ways 
which would provide it with excuses for incom- 
petence, mistakes, or failures. The conference 
should not be a meeting of masters and men with 
“ authority ” sitting one side of the table and the 
“ wage slaves ” on the other; it should be a free 
consultative conference of the workers by hand 
and by brain, including at times the Board for 
the industry, discussing for the good of the 
industry the common problems with which all 
are concerned. 

Whatever machinery be devised-, it should be as 
simple as possible and calculated not to interfere 
with the effective running of the undertaking. 
We shall have to beware of the men who think 
that machinery and meetings do things of them- 
selves, and we must remember at all times that 
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industries cannot be run by committees, meetings, 
and prolonged argument, but that they must be 
managed and run by men of all grades with indi- 
vidual responsibilities which cannot await the 
convening of a meeting and the conduct of 
lengthy arguments and negotiations. All such 
meetings should therefore be business-like and not 
needlessly frequent. Above all, the responsibility 
of the national Trade Union organisations for 
the negotiation and settlement with the Board of 
wages, hours, and conditions of labour muSt be 
fully safeguarded. The workman in the shop may 
be much more fitted than a Trade Union official on 
the Board or otherwise to exercise that sphere of 
workers’ control which concerns the social life 
of the workshop, the lay-out and methods of the 
workshop, and the welfare aftivities ; but he is 
not better fitted than the Trade Union official 
concerned with the well-being of the workpeople 
in the whole undertaking and in other industrial 
undertakings to negotiate on those essential 
questions of wages, hours, and conditions, 
which properly pertain to Trade Union organisa- 
tion as such. Even in the narrower workshop 
matters, moreover, the Trade Union official muSt 
have the right of consultation. 

§ The Unions and the Vitblic Corporation 

This brings us to the relationship of the 
Public Corporation to the Trades Unions. 

It is highly desirable that the technical, adminis- 
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native, and operative grades of all industrial 
undertakings shall be fully organised in Trades 
Unions or recognised professional associations. 
Such responsible organisation conduces as a- 
whole to the smooth passage of negotiations of 
working conditions by able and public-spirited 
men on both sides, and to the elimination of 
individual approaches to the Board or the manage- 
ment for personal favours or concessions. The 
Board would therefore be expected to recognise 
existing Trade Union agreements, to recognise 
the Trades Unions and the principle of collective 
bargaining, and to encourage Trade Union 
organisation among the workpeople. I say 
encourage Trade Union organisation rather than 
compel, for I am not in love with employers com- 
pelling Trade Union membership and am cer- 
tainly Strongly opposed to their preventing Trade 
Union membership. At some point the element 
of compulsion may come from the workpeople 
themselves objecting to working side by side with 
a non-unioniSt; for the sake of industrial peace — 
as happens in capitalist undertakings now — the 
Board may, where almost complete Trade Union 
organisation exists, in practice recognise the 
principle of Trade Union labour only. That is a 
very different matter from the employers’ setting 
out to organise large numbers of unorganised 
men in Trades Unions, a procedure which might 
be very damaging to the morale and spirit of the 
Trades Union. Movement itself, and end in the 
establishment of a mere “ cardboard ” membership. 
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If desired by the Trades Unions representative 
of the workpeople, Statutory conciliation machin- 
ery might be embodied in the Aft or other 
instrument creating the Public Corporation. In 
the "case of socialised industries there is much to 
be said for the legislative encouragement of dis- 
cussion and negotiation prior to possible Stop- 
pages, the principle of measurement and publicity 
being properly applied. Strikes and lock-outs in 
socialised industries are not a pleasing prospeft. 
In the London Passenger Transport Bill, machin- 
ery on the lines of the Railway National Wages 
Board was provided for the railway grades at the 
request of the Railway Unions, but at the 
request of the Transport and General Workers’ 
Union it was not done in the case of the grades 
covered by that Union. The Transport Workers’ 
Union, it should be remembered, however, is 
a party to considerable conciliation machinery 
through the National J.I.C. for the Tramways 
Industry and, as regards the London busmen, 
with the L.G.O.C. In appropriate form this 
machinery will continue. As the sphere of social- 
isation extends I imagine it will become increas- 
ingly common to provide machinery for this 
purpose. It may be at some time in the future 
when socialisation has far advanced, that the rights 
of labour will be so well recognised that the 
workers themselves : will feel cqnfident of a fair 
deal and the direft weapon of the Strike may go 
out of use. I am certainly clear, however, that 
any immediate policy of socialisation muSt not 
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deny the tight of the workpeople to Strike. The 
Trades Unions will, of course, concede that this 
involves certain corresponding rights on the part 
of the Public Corporation. 

It will be remembered that the persons Em- 
ployed by the Public Corporation are not to be 
civil servants. A Strike against a Public Corpora- 
tion must be so regarded and not as a Strike against 
the State. As things are, the weapons and the 
risks of industrial warfare are a faCtor present in 
the minds of both sides in the course of collective 
bargaining. To the present, at any rate, the 
Trades Union Congress would not be willing to 
forego the weapon of the Strike in the case of 
socialised industries. Let it not be thought that 
the T.U.C. or myself are in love either with Strikes 
or lockouts. They are a painful business, fre- 
quently involving much suffering and anxiety; the 
Trades Union officials certainly get their share of 
the worry. But until we reach the time when 
democracy is the master of our economic re- 
sources and through its representatives can de- 
termine their organisation and disposal, we shall 
be living to a greater or lesser extent in a class 
society; and so long as economic classes exist, 
the industrial workers must not be denied the 
collective right to refuse to sell their labour 
power on conditions which they regard as in- 
equitable. We must not expeCt the virtuous 
exercise of the highest attributes of the brother- 
hood of man in an economic system which, as a 
whole, is based upon the monopoly by the rich 
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of the means of producing and distributing 
wealth. 

However, the abler the people appointed to 
the Boards of Public Corporations ana the leaders 
in The Trades Union Movement, the better the 
organisation of the workpeople, the greater the 
pursuit of the principle of measurement and 
Publicity, and the keener the sense of justice on 
Doth sides, the less likely are we to experience 
the bitterness and sufferings of industrial war. 
The workpeople have suffered much from in- 
competence at the top of capitalist undertakings. 
This is one of the reasons why I am so keen that 
the principle of appointing on grounds of ability 
shall obtain in the constitution of the Boards of 
Public Corporations. It is recognised to-day, 
and it will be Still more recognised as the prin- 
ciple of measurement and publicity obtains in 
socialised industries, that among the essential 
qualifications of Trades Union leaders shall be, 
not only the ability to organise workers and to 
be generals in industrial battle, but no less the 
constant Study of economics and business organ- 
isation, and something approaching expertness 
in the organisation and in the higher policies and 
finance of the industries with which their Unions 
are concerned, A corresponding development 
in the understanding of the workers’ point of 
view will be required from those discharging 
managerial functions. 

The relationship between the responsible 
Trade Union officials and the members and chief 
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officers of the Board should be one of social 
equality and mutual self-respe£t, based upon a 
desire to secure the well-being of the industry, 
including the workpeople employed in it, so 
that it may render good service for public ends. 


§ Labour on the Consultative Committee 

Finally — although I am only too conscious of 
the faft that I have not covered all the ground, 
and that the ground I have covered has been 
covered imperfe&ly — the workers in the industry 
are also, it will be remembered, to be represented 
on the National Consultative Committee which, 
in the concrete case of the London Passenger 
Transport Bill, will be the London and Home 
Counties Traffic Advisory Committee. The 
representatives of labour in the industry at the 
meetings of the Consultative Committee will have 
the fullest right to information, to bring forward 
their complaints and suggestions in the public 
interest, to seek explanations from the Board, and 
to take part in all the discussions. They will be 
there to put the view of the workpeople when 
the representatives of the users of the service 
or the consumers are pressing the Board to reduce 
wages costs. At the National Consultative Com- 
mittee, of course, they will not deal with those 
matters which are appropriate to the machinery 
of colleftive bargaining which will exist between 
the Board and the Trades Unions. They will be 
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present at the National Consultative Committee 
with a wider public responsibility, and will bring 
to the discussions of the interests there fore- 
gathered a valuable element of knowledge and 
experience. 


CHAPTER XIV 

The Finance of Socialisation 

F rom early days, socialists and anti- 
Socialists have from time to time conduced 
discussions on the issue of compensation or con- 
fiscation in respeft of expropriated capitalist 
undertakings. There has been a good deal of the 
academic about these discussions. Attempts have 
been made on the Socialist and the capitalist side 
to resolve the issue into one of moral or ethical 
principle. 

The capitalists and the landlords should not 
become too moral or ethical on the subjefh A 
considerable proportion of British land was 
divorced from the common use of the people 
by physical or legislative force. There is a well- 
known Story to the effect that a landed aristocrat 
and an agricultural labourer were having an 
argument as to the rights of property. The 
labourer asked the aristocrat how he had got his 
land anyway, to which the aristocrat replied, 
swelling his cheSt with pride, “My ancestors 
fought for it! ” Whereupon the labourer took 
off his coat, saying: “ Right, come on. I’ll fight 
you for it.” But times had changed and the 
landowner sent for the police. 
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The development of manufacture and machine 
production for the cotton industry in Lancashire 
led to the virtual confiscation of the livelihood 
of the hand-loom weavers, but the only form of 
condensation available to them was the harsh 
poor law and a pauper Status. That form of con- 
fiscation of capital which arises from reckless 
competition between capitalists is defended by 
the bourgeois economists. So when the landlords 
and capitalists try to reduce the issue to one of 
morals and ethics, I remember history and smile. 
I smile also when the Communists denounce the 
Labour Party’s acceptance of the principle of 
compensation as un-Sociali6t immorality, for I 
remember that Mr. Trotsky held that the 
question was one of expediency rather than of 
morals. 1 

§ Some Aspeffs of Compensation 

In framing the original compensation pro- 
visions of the London Passenger Transport Bill, 
and in the negotiations with the proprietors of the 
undertakings which it was the purpose of the Bill 
to socialise, I had the following considerations in 
mind: that the Labour Party and public opinion 
generally favoured the policy of compensation 
for dispossession; that both the owners of the 
undertakings which were to be taken over and 
the public which was to take them over were 

1 Sec Where is Britain Going? by L. Trotsky (i926), pp. i7i 
and 172. 
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entitled to a fair deal; and that the balance of 
power in Parliament, coupled with the vexatious 
Private Bill procedure which the Bill muft go 
through at the first Committee Stage, made it 
desirable for me to arrive at voluntary agree- 
ments with the proprietors, provided I did not 
go beyond what was reasonable in such circum- 
stances. The agreements covering a large pro- 
portion of the capital of the undertakings to 
be taken over were not bad agreements in the 
circumstances of the time; I might have done 
much worse by risking what came out of the 
Joint Seleft Committee or arbitration proceedings. 
On the other hand, the more far-sighted of the 
proprietors could see, as I sometimes reminded 
them, that if they succeeded in destroying my 
Bill, they might do much worse by waiting until 
we came back again with a Labour majority, 
instead of a minority, behind us. In the case of 
the Underground Group of Companies I think 
it is fair to say that they foresaw that if they 
secured swollen capitalisations in respedt of their 
undertakings they would only succeed, eventu- 
ally, in obtaining a small return upon that capi- 
talisation. As will be seen, there was no State 
guarantee and the Stockholders could not get out 
of the Board what it did not earn. The Under- 
ground wisely preferred security to over-capital- 
isation. 

Apart from the fadfc that public opinion, in- 
cluding working-class opinion, so far favours 
compensation, it is unjuft that one body of 
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capitalists should have their property confiscated 
because they happen to come first in the process 
of socialisation, whilst other bodies of capitalists 
should' be left in possession of their property 
because their turn has not yet arrived. If a 
policy of confiscation were to be adopted, social 
equity, practicability and expediency would, 1 
think, demand that the confiscation should be 
substantially national, universal, and simultane- 
ous. That pre-supposes a British revolutionary 
situation which, to say the least of it, is unlikely; 
and certainly I see no prospeCt of any party win- 
ning a majority on such a programme. More- 
over, desiring to avoid economic chaos and in- 
dustrial dislocation, the Labour Party will wish 
to keep the wheels of industry running before, 
during, and after the process of socialisation, 
and to retain in the service of socialised industry 
the managers and technicians of ability who have 
served the industry under capitalist conditions, 
provided they are willing to be loyal to the new 
order of things. If that course proves to be 
practicable — and it is capitalist rather than Labour- 
Party influences which can more easily make it 
impracticable' — it has the advantage from our 
point of view that the process of socialisation can 
be more rapid, Steady, and successful, and from 
the capitalist point of view that it will be more 
considerate and constructive than if we drifted 
into a revolutionary “ buSt-up,” simultaneous 
confiscation, and grave temporary economic and 
financial dislocation, if not dissolution. 
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Living on unearned income is economically 
and morally indefensible in the ab£tra£t. The 
persons so living are living upon the labours of 
others. They are the mo§t impudent type of 
pauper, for they are enjoying social prestige, riehes 
and security at the expense of the poverty and in- 
security of productive labour of hand and brain. 

Let me make it perfectly clear that rent, interest, 
and profit for private advantage will have to go 
in a fully socialised community. All this eco- 
nomic parasitism is juSt as objectionable to me 
as it is to the Communist officials who have been 
parasitically living on salaries from Moscow for 
as many years as the Russians were and are 
foolish enough to pay. But if a Socialist Govern- 
ment of the future wishes to deal with the prob- 
lem, as I am sure it will, it must deal with it by 
means of death duties (which Striftly should be 
used for capital rather than revenue purposes), 
or inheritance tax, or by a comprehensive adjust- 
ment of accounts in a substantially socialised 
society. It cannot expect to solve the general 
problem of rent, interest, and profit at the point 
of the socialisation of individual industries, and 
it would not be fair for it to make the attempt. 
In any case, the idle rich (the rich unemployed) to- 

f ether with the unemployed who are poor cannot 
e left destitute; only when a Socialist society is 
well on the way shall we be able to offer them self- 
respecting employment. But these wider prob- 
lems of Socialist finance do not belong to this 
book. 
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Compensation was also provided for workers 
displaced as a consequence of the passing of the 
Bill; material displacements were not anticipated. 
The terms were agreed with the Trades Unions 
and®they constituted, I think, the beSt compensa- 
tion provisions yet granted. 

We Start therefore upon the basis that there is 
to be compensation; the questions which are set 
out on the agenda paper under this heading are, 
I suppose, how much, and in what form? 

It would, I think, be unwise to lay down a hard 
and faSt formula as to the extent of compensation 
for application to all classes of industry, circum- 
stances, and time. If I indicate a basis of com- 
pensation which I think is generally appropriate 
to-day, I wish it to be clearly understood that I 
do not regard myself as being bound by it in any 
particular case. 

§ Harn'mg Capacity 

In assessing the value of shares, the Stock 
market is not so much interested in the adual 
capital expenditure of the undertaking as it is in 
its earning capacity. If capital expenditure has 
been excessive or wasteful, that is a factor which 
is present in the mind of the Stock market because 
it affefts dividend. So is the abnormally high 
productivity of given blocks of capital. I suggest, 
therefore, that the first tiring to determine is the 
a (dual net revenue (after all proper charges, includ- 
ing depreciation, etc. have been met) rather than 
capital expenditure or the value of the 'physical 
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assets of the undertaking. For capital expenditure 
may have been unproductive and wasteful in char- 
after; and the ascertainment of the value of the 
physical assets of a big undertaking is a complex 
task, possibly involving lengthy arbitration pro- 
ceedings — and the history of arbitration in these 
matters is not very encouraging from the point 
of view of the public interest. 

Take the case of the four amalgamated railway 
companies if they were being considered for 
socialisation. (And I should be indisposed to 
consider them apart from road transport.) Dur- 
ing the period of vigorous railway construction 
in the nineteenth century, the railway companies 
were involved in considerable unproductive 
capital expenditure in the following respeCts: 
acquisition of land, the land-owners coercing the 
companies into the payment of excessive prices; 
legal and Parliamentary promotion expenses, to- 
gether with expenditure in getting rival schemes 
out of the way; the duplication of permanent 
way. Stations, etc., as the result of competition 
between the railway companies. These three 
items are not the whole Story, but they are 
enough to indicate that a considerable amount of 
railway capital was and is unproductive. The 
railway companies may quite probably contend 
that in the matter of much of the unproductive 
capital expenditure they were the victims of cir- 
cumstances and that it was not their fault. That 
may be so, but it was not our fault either; in any 
case, it was one of the anti-social consequences of 
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that competitive capitalism in which the tailway 
companies believed. They have no tight to aslt 
the community to penalise itself financially be- 
cause they ate the victims of their own system. 
The°railway companies must not complain if we 
adopt the Standard of measurement employed by 
the Stock market, namely, earning capacity. The 
market is very quick in writing down the value 
of a nominal £ica of railway Stock to £7 o, £60, 
£50, £4.0, or whatever figure will produce a rate 
of interest which the investor regards as reason- 
able. Similarly, if I were proposing to acquire 
the railway companies for the State, I should have 
to tell them that I was not interested in their 
capital expenditure but, like the capitalist Stock 
market, in what the undertaking earned. 

The second aspeft for consideration is whether 
the existing net revenue or earning capacity is 
maintainable. Neither the Stock Exchange, with 
the interest of the investors at heart, nor a 
Minister with the public interest at heart, would 
knowingly relate to-day’s earning capacity to 
capital value if there was reason to believe that 
in the future the net revenue was likely to fall 
permanently, for both the private and the public 
purchaser muSt have a proper regard to future 
value. 

I am bound to admit, on the other hand, that 
the Stock market would estimate a capital value 
in excess of that telated to to-day’s net revenue if 
there was reason to believe that in the near future 
the net revenue would materially rise. 
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In. assessing compensation in the case of public 
purchase, a Government might feel it right to 
make some concessions in this regard, but only 
to the extent that it legitimately affedted share 
values at the time; indeed this fadtor might* well 
be reduced to the measure of unfrudtifiea capital 
which existed and was likely to frudfcify within a 
reasonable time. It would be very dangerous 
to concede too much under this head; otherwise 
the purchasing authority might well be involved 
in an illegitimate gamble in “ futures.” A fadtor 
of maintainability to be borne in mind is the 
efficiency of the capitalist management and the 
probability or otherwise of considerable capital 
expenditure being required in order to put the 
undertaking into an efficient State. There is 
another aspedt of maintainability which muSt be 
considered, namely, the case of undertakings 
which are making unreasonably high profits, 
which it is reasonable to suppose would not be 
maintainable, either because of potential com- 
petition or because of the probability that the 
State, even under a system of private ownership, 
would in the future restrict such profits in order 
to protedt the consumer or the user of the service. 

§ Profits : Reasonable and Unreasonable ' y 

This consideration is somewhat associated 
with my next qualification of net revenue, 
namely, that the profits should be reasonable. 
The word “ reasonable ” has certain ethical 
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aspe&s, and ethics are at times a complication in 
these business matters. But the practical defini- 
tion of the term “ reasonable ” will present no 
insuperable difficulties to a Socialist Government 
with a majority of the people behind it. Among 
the fa&ors which would assist us in determining 
what was a reasonable rate of profit, would be the 
general view of informed, enlightened, and pub- 
lic-spirited opinion at the time; the rate at which 
public authorities, including the Government, 
could themselves borrow; and the rate of profit 
of well-conducted public utility undertakings 
privately owned. I will give two instances of 
what I have in mind. 

Sir William McLintock in evidence before the 
Joint Seledt Committee on the London Passenger 
Transport Bill (May 20th, 1931, p. 2.51 x ) Stated 
the profits of certain of the London independent 
omnibus proprietors during 1928, 1929, and 1930 
to have ranged between 25.85% and 64.72% per 
annum on the capital employed. 

The view I took was that those profits were 
neither reasonable nor maintainable. Without 
any precise definition of what is meant by reason- 
able, I suggest that on the face of it such profits 
are quite unreasonable in the case of omnibus 
undertakings, especially when we remember that 
they were substantially protected from competition 

1 This evidence was given by order of the Committee and under 
ressure from Counsel appearing in opposition to the Bill. Messrs, 
'illings disputed the figures so far as they were concerned, but 1 do 
not think that Sir William McLintock's figures were materially 
upset. 
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owing to the regulation of London omnibus 
services under the London Traffic Aft, 1924. 
Moreover, that Aft provided that the Minister of 
Transport could, in certain circumstances, reduce 
the fares of the omnibus undertakings;* an 
operation which would, by the way, have its 
complications owing to the faft that the London 
General Omnibus Company, through the “ Com- 
mon Fund ” of the Combine, subsidises the 
tubes, and that there would be financial difficul- 
ties for the tubes if that subsidy were withdrawn. 
But even if there were no Statutory provision 
enabling the Minister to bring the profits down, 
it is reasonable to suppose that, sooner or later, 
public authority of some sort would intervene 
successfully to Stop such exploitation of the 
travelling public. These considerations must be 
reflefted in the rate of profits on which the pur- 
chase price is based, or alternatively, in the 
number of years’ purchase applied to those 
profits. 1 

The second instance is that of an eleftricity 
company declaring dividends of, say, between ten 
and twenty per cent., or, whilst declaring a lower 

1 Repeated efforts have been made to relate the settlement I 
effe&ed -with the Underground Group of Companies in 1931 to a 
number of years' purchase. This was not the basis of settlement. 
The Attorney-General (SirT. Inskip) was right when he said in the 
House of Commons on February 14th, 1933: 

“ We may not have been able to give an answer to the question, 
which was put in Committee and has been repeated to-day, as to how 
many years’ purchase have been given to a particular operator, but 
that is not because we have kept back the information, but because 
it is impossible to give an answer to the question, since the calcula- 
tions have not proceeded on that basis.” 
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dividend, distributing bonus shares to its share- 
holders in order that the dividend may appear to 
be lower, and justifying the nominal capital ex- 
pansion on the ground that it was warranted by 
the real earning capacity of the undertaking. 
The pradtice of issuing bonus shares is, in my 
judgment, often a tricky pradtice and dishonest to 
the consumer. Whichever way the high profits 
are distributed, however, an electricity company 
making them is not being properly conduced. 
Profits should have been limited by reducing 
charges to the consumers, or if profits were made 
in excess of a reasonable limit, such excess should 
have been left in the business and used in ways 
benefiting the consumers without the obligation 
to earn dividends or interest for new capital; but 
Companies making such profits are often far 
from being models as regards efficient service^ 
they are frequently the type of undertaking which 
does not bother about expanding its mains over 
the whole of its area so as to make eledtricity 
available to all; they have a habit of demanding 
that the consumer shall pay high prices for cur- 
rent, or give Stiff undertakings as to the minimum 
consumption or payment over a period of years ; 
they tend to be backward in the policy of “ free ” 
initial installations to consumers; and their 
tariffs tend to be out of date in Strudfcure and 
harsh in their incidence. I suggest that an elec- 
tricity company pursuing such a selfish policy 
ought not to be rewarded for its selfishness, for 
it is exploiting the consumer and checking the 
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development of one of our great industries. But 
it would not be allowed indefinitely to continue 
this practice, for sooner or later legislation will be 
passed, even under private ownership, to give 
adequate powers to the Minister of Transport to 
control tariffs, etc. It has also to be remembered 
that existing or potential competition from the gas 
industry, or from oil, is likely to enforce upon such 
undertakings a reconsideration of their policy. 

§ Net Maintainable 'Reasonable Revenue 
The formula to which these considerations 
bring us is that of net maintainable reasonable 
revenue , which was the formula I sought, un- 
successfully, to get through the Joint Select 
Committee of Lords and Commons on the Lon- 
don Passenger Transport Bill * tending perhaps 
to regard the generous recognition of the rights 
of property as being the only sound basis of a 
proper public policy, that Committee preferred 
to direft the arbitration tribunal, in determining 
the consideration to be paid, to “ have regard to 
all the circumstances of the case, and shall, subject 
to the provisions of this seftion, determine the 
value of such undertaking or part of an under- 
taking, and award a consideration which in their 
opinion is equivalent to such value.” 1 And there 
they left it. 

The precise meaning of these words by them- 
selves would not be apparent until the arbitration 

1 See Clause x4 (x) of the Bill as amended in the Joint Seleft 
Committee. 
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tribunal had done its work; it would clearly be 
dependent to a great extent on the personal 
opinions of the members of the arbitration 
tribunal, for no real guiding principles are 
indicated. I will not say that the provisions in 
the Bill as introduced were perfect from the 
Socialist or any other point of view, but here is 
Clause xi of the Bill as introduced, sub-seftion (a) 
applying Section 13 of the London Traffic Aft, 
1924, together with Seftion 92 of the Road 
Traffic Aft, 1930, which provided that the 
advantages conferred on the undertakings by 
being protefted from competition by those Afts, 
should not be a faftor in compensation if and 
when they were purchased by a local or public 
authority: — 

“ 11. (1) The arbitration tribunal in valuing any 
undertaking, or any part of an undertaking, with 
a view to deciding any application for the con- 
firmation of an agreement as to the consideration 
to be paid for the transfer thereof to the Board 
by this Aft or with a view to determining that 
consideration — • 

(a) shall in the case of an undertaking, or part 
of an undertaking, not being a local 
authority’s undertalcing, have regard in 
particular to: 

(i) the average net profits earned by the 
undertaking or the part of the under- 
taking, as the case may be, for the 
three financial years laft preceding the 
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date of the passing of this Aft, after 
meeting all proper charges, including 
adequate provision for the replace- 
ment or renewal of all assets subjeft 
to depreciation or obsolescence; and 

(ii) the probability, taking into considera- 
tion all the circumstances of the case 
and the nature of the undertaking, 
that those profits would have con- 
tinued to be earned by the undertaking 
or the part of the undertaking, as the 
case may be, if this Aft had not passed : 

(iii) the amount of any direft pecuniary 
loss arising to the undertakers by 
reason of any liability or obligation 
attaching to them in conneftion with 
the part of an undertaking being a 
liability or obligation which was 
reasonably assumed before the ap- 
pointed day by the undertakers in the 
ordinary course of their business as 
such, and which the Board, on being 
required so to do by the undertakers, 
refused to take over: ... 

(b) shall not, in the case of an undertaking, or 
part of an undertaking, not being a local 
authority’s undertaking, take into account 
so much of the value of the undertalcing as 
is attributable to the possibility or pro- 
bability of the undertaking being amal- 
gamated with or purchased by or being 
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made the sub j eft of an arrangement with 
some other undertaking working in whole 
or in part within the London traffic area: 

( c ) shall, in the case of a company which has 

r executed works in respeft of which grants 

have been approved by the Treasury under 
seftion two of the Development (Loan 
Guarantees and Grants) Aft, 1929, secure 
tha t the position of the company shall 
neither be improved nor impaired by reason 
of the execution of the works, or of the issue 
of any debenture Stock in respeft thereof, 
or of any grant made or to be made under 
the said Aft: 

(d) shall, in the case of a local authority’s 
undertaking, proceed on the basis of the 
provisions of sub-seftion (2) of seftion six 
of this Aft: 1 

(e) shall in no case make any allowance on 
account of the compulsory nature of the 
transfer. 

“ (2) Nothing in this seftion shall be taken to 
prejudice the operation of seftion thirteen of the 
London Traffic Aft, 1924, or seftion ninety-two 
of the Road Traffic Aft, 1930.” 

With regard to the sub-seftion (2) juft quoted, 
it may well be the case that its omission by the 
Joint Seleft Committee will not prevent the 

1 Broadly speaking, it was proposed to take over the local 
authority undertakings on the basis of net outstanding debt. 

258 


THE FINANCE OF SOCIALISATION 

operation of the Statutory provisions to which it 
refers; but I desired the sub-seCion to remain. 

Three other points remain, namely, that 
possible future advantages from the amalgama r 
tion of the undertakings should not be taken’into 
account, for such advantages would not have 
accrued at the time of socialisation; that no 
allowance should be made in respedt of the eco- 
nomies which become possible to the new public 
undertaking owing to the consolidation, unifica- 
tion, and elimination of competition brought 
about by socialisation, for these economic advan- 
tages should clearly go to the public and not to 
the former capitalist proprietors; and that no 
allowance should be made on account of the 
compulsory nature of the purchase. 

In settling the compensation faftors which I 
considered to be appropriate, I endeavoured to 
be fair to the capitalist proprietors in so far as they 
were efficient, public spirited, and pursuing a 
reasonable policy as to profits. I also en- 
deavoured to protect the public interest at all 
points againgt exploitation. But, as one who has 
had the experience of framing a Bill and conduc- 
ing negotiations for the socialisation of a sub- 
stantial industry composed of a considerable 
number and variety of complex undertakings, 
I confess that it is profoundly difficult to be quite 
sure that the clause laying down the rules to be 
applied by the arbitration tribunal in determining 
compensation is water-tight from the point of 
view of the public interest. I was always appre- 
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hensive as to what the lawyers, the expert wit- 
nesses, and the members of the arbitration tri- 
bunal itself would make of the clause during the 
arbitration proceedings. There would be bright 
brains arguing before the arbitration, tribunal, and 
some of the members of arbitration tribunals in 
the paSt have had somewhat slow-moving brains 
where the public interest was concerned. Up to 
the present, however, public opinion has favoured 
arbitration in cases where voluntary agreement 
was not possible, and until public opinion is willing 
to be more Stern, though Still fair, with private 
interests, we must recognise that arbitration has its 
risks and is expensive; which reminds me that 
there should not be an unreStridted, if any, right of 
charging the expenses of the parties before the 
arbitration tribunal to the new public undertak- 
ing, except, of course, in the case of the expenses 
of the Public Corporation itself. 

I would much prefer that the adtual sums to be 
paid in compensation or a concrete basis of com- 
pensation should be set out in the Statute or other 
instrument which effected the socialisation. This 
would mean that whilst Ministers could nego- 
tiate and argue with the in terests as to the amount 
of compensation, they and Parliament would have 
the last word, which would be a very healthy 
fadtor conducing to voluntary agreements. This 
is not so novel a proceeding as it may sound on 
the face of it. The London County Council re- 
gistered a voluntary agreement with its Staff in 
December, 1931, as to redudtions in salaries as a 
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contribution of the Staff to the rectification of the 
national financial crisis. The so-called negotia- 
tions leading up to the “ voluntary ” offers of the 
Staff were greatly facilitated by the knowledge on. 
its part that the Council could enforce eithei re- 
duction or dismissal. Parliament determines the 
amount of compensation to be paid to wage 
earners for loss of wages during periods of unem- 
ployment in the form of unemployment benefit, 
or in the case of the Poor Law, the Public Assist- 
ance authorities in the form of scales of relief. 
The railway companies Strongly objeded to the 
principle of compensation at all in the case of 
workers displaced under the pooling schemes 
between the railway companies. The capitalist 
mind has had fairly strid Standards in the matter 
of compensation for the working classes, even in 
the case of compensation for industrial accidents 
under the Workmen’s Compensation Ads (long 
resisted by employers!). Conservative-minded 
capitalists can hardly, therefore, objed if I, who 
am not an unkindly person, desire to enforce 
reasonably Strid safeguards for the public in- 
terest when we are compensating private under- 
takings about to be socialised. 

§ The Form of Compensation 

With regard to the form of compensation, 
there are, broadly, three methods which can 
be followed, namely, cash, redeemable State 
guaranteed Bonds or redeemable Stock (with- 
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out voting rights) in the new Public Corpor- 
ation. Largely, this is a matter of expediency 
in the application of public financial policy. It 
is of course possible to apply more than one 
method, as was done in the case of the London 
Passenger Transport Bill. That Bill, whilst pro- 
ceeding in general on the basis of compensation 
by the issue of redeemable London Passenger 
Transport Stock (without voting rights), con- 
ceded the possibility of the small independent 
omnibus proprietors being bought out in cash 
by the London Passenger Transport Board. 

For the purpose of the present discussion, and 
having recognised the possibility of more than 
one method being applied to meet particular cir- 
cumstances, we must simplify the issue by ignor- 
ing these minor considerations. Compensation 
by cash payment all round on the assumption 
that the new Public Corporation was to find the 
cash, would mean the raising of a considerable 
loan, or the sale of a large amount of Stock at the 
beginning of its career. This would be incon- 
venient, probably expensive, and in all likelihood 
impossible. The new Public Corporation would 
probably have been established after a fair amount 
of political controversy; in any case, there might 
be some uncertainty in the mind of the investing 
public in the early days of its life. The floating 
of a loan or the issue of Stock at this Stage would 
in all probability be a delicate and speculative 
operation, resulting in having to give investors 
better terms than the intrinsic merits of the loan 
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or Sock issue warranted. To that extent the 
financial well-being of the undertaking would be 
damaged. It would mean that the capitalist 
proprietors of the old undertakings who had only 
possessed Stock would now possess hard cash, 
and that the new investors would hold Stock issued 
under conditions which needlessly increased the 
ordinary risks of successful flotation. In particu- 
lar circumstances it might conceivably be an 
appropriate method to follow, but as a general 
rule it seems to me to be unwise. 

The floating of a loan by the State in order to 
compensate the ex-proprietors in cash could be 
justified if the capital sum of the compensation 
was materially reduced thereby, thus enabling 
substantial savings to be made in the provision 
for sinking fund and interest payments by the 
Public Corporation. Such operations, however, 
muSt be considered according to the view the 
State takes at the time of the expediency or other- 
wise of increasing its financial indebtedness. This 
laSt consideration would also have to be taken 
into account in the case of the State compensating 
the former proprietors by issuing to them re- 
deemable State bonds carrying a fixed rate of in- 
terest guaranteed by the State. This method, 
however, although it might reduce the actual or 
potential speculative income of the former capi- 
talist proprietors, would give them the advantage 
of a State guarantee of principal and interest as 
against the risks inherent in the ordinary forms of 
investment; if the industry concerned fell upon 
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bad times owing to depression in world trade or 
other circumstances, and was not in fa£t earning 
sufficient to meet the sinking fund and interest 
charges, the State would be involved in what 
would amount to a subsidy. 

Again, this expedient might be justified by the 
circumstances of a particular case, but I am not 
an enthusiastic supporter of the conversion of 
speculative capitalist investors into State guaran- 
teed rentiers. It muSt be remembered that even 
the holder of debenture Stock is not in the same 
position of security as the holder of State guaran- 
teed bonds. 


§ Classes of Stock 

The third method is that employed by the 
London Passenger Transport Bill, namely, the 
cancellation of the Stock of the old capitalist 
companies, and the substitution of Stock of ap- 
propriate categories and amounts in the new 
Public Corporation. In the case of the London 
Passenger Transport Bill the following classes of 
Stock were provided for, the order of priority 
being as indicated: 

London Transport “ A ” Stock to be used 
primarily for exchange with debentures, and 
carrying interest at 4I- or 5 per cent, or (in 
the case of subsequent issues) such other 
rates as the Board with the approval of the 
Treasury might determine, which variation, of 
course, would affeft the amount of Stock issued 
in compensation. 
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London Transport “ T.F.A.” Stock, to be 
issued only in respeft of the per cent, deben- 
ture Stocks of certain Underground companies 
which had been guaranteed by the Treasury 
under the Trade Facilities Acts, 1921-26, *and 
carrying the rate of interest of those Stocks, 
namely, 4\ per cent. 

London Transport “ L.A.” Stock, to bear 
interest at the rate of per cent., and to be 
issued only to specified local authorities. 

London Transport “ B ” Stock, to carry in- 
terest at the rate of five per cent., or (in 
the case of subsequent issues) such other 
rate as the Board with the approval of the 
Treasury might determine at the time of issue. 
This Stock would be used largely for the pur- 
pose of compensation to the old preference 
shareholders. 

London Transport “ C ” Stock. 

The provision with regard to the “ C ” Stock 
is contained in clause 3 8 (7) of the Bill as amended 
in the Joint Select Committee which it will be 
convenient to set out: 

“ (7) London Transport ‘ C ’ stock shall, sub- 
jeft to the provisions of this seftion, bear 
.. interest as follows': 

(a) interest shall be paid at the rate (in this 
Aft referred to as the Standard rate) of 
five per cent, per annum in respeft of 
each of the first two years after the 
appointed day and of five and one-half 
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per cent, per annum in respeCt of each 
subsequent year; and 

(b) in respeCt of any year after the first two 
years in which there is a sum available 
out of the revenues of the Board ap- 
plicable to the payment of additional 
interest on that Stock under sub- 
section (3) of seftion forty-five of this 
ACt, additional interest shall be paid 
at whichever of the following rates, 
that is to say, one-eighth, one-quarter, 
three-eighths, or one-half of one per 
cent., is the highest rate that that sum 
is sufficient to pay: 

Provided that — 

(i) if in any year the revenues of the 
Board applicable to the payment of 
interest at the Standard rate are in- 
sufficient to pay interest at that rate in 
respeCt of that year, interest shall be 
paid in respeCt of that year at the 
highest rate that can be paid out of the 
revenues so applicable, so however 
that the rate so paid shall be a multiple 
of one-eighth of one per cent. ; 

(ii) in any year in which the amount which 
is applicable out of revenue for the 
payment of interest at the Standard 
rate or additional interest is not wholly 
distributed as interest, any amount not 
so distributed shall be paid into a 
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special fund to be called the London 
Transport ‘ C ’ Stock Interest Fund 
(In this seftion referred to as ' the 
fund ’) ; and 

(iii) in any year in which the revenue's of 
the Board applicable to the payment 
of interest on the e C 5 stock are in- 
sufficient to pay interest at the rate of 
six per cent., any sums Standing to the 
credit of the fund shall be applicable 
to making up interest for that year on 
the ‘ C ’ stock to any rate (being a 
multiple of one-eighth of one per 
cent.) not exceeding six per cent. 

“Any money Standing to the credit of the 
fund shall be inverted in Statutory securities, 
and the interest thereon shall be credited to the 
fund.” 

It will be seen that the Standard rate of interest 
for “ C ” Stock was to be 5 per cent, for the first 
two years and 5^ per cent, thereafter, but it was 
also provided that in the event of there being a 
surplus the surplus should be equally divided 
between “ C ” Stock holders and the Board, but 
that in no case would the “ C ” Stock holders re- 
ceive more than 6 per cent. ■ V 

“ C ” Stock was to be used in the main for 
compensating the ' holders of ordinary or equity 
shares in the formerly privately owned under- 
takings. MoSt Socialists — as was the case with 
myself — will at first sight be somewhat shocked 
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at this equity element in the finances of a public 
corporation ; that I never quite got over the 
shock is indicated by the fa£t that the Bill provided 
an option for the Board to redeem “ C ” Stock 
at par on December 31st, 1955, or thereafter, 
■which was an exceptionally early date for this 
purpose. It was not wise to compel the Board 
to redeem at that date because conceivably it 
might be more advantageous to the Board not to 
do so. There are, however, very considerable 
arguments in favour of the “ C ” Stock method. 
Whilst there is a Standard rate of dividend, it is 
not a guaranteed rate, nor is it cumulative; this 
places the Board managing a commercial under- 
taking, which may have its ups and downs out- 
side the control of the Board itself, in an easier 
position than if the Stock carried a fixed rate of 
interest. It was provided, however (i) that the 
Board could use the reserve fund for bringing 
the interest up to the “Standard” rate (never more 
than y} per cent.) in any year in which the revenue 
is insufficient, provided they repay the reserve fund 
before more than 5 1 per cent, is again paid; and 
(ii) that if in a particular case earnings were not 
sufficient to pay the full rate of interest and. money 
at that time was available in the “ C ” Stock in- 
terest fund (see clause 38 (7) (ii) above), the 
necessary sum or what was available could be 
transferred to bring the rate of interest up to 
but not exceeding 6 per cent. But if in any year 
the earnings were not sufficient to pay the Stan- 
dard rate and money was not available in the 
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“ C ” Stock interest fund to supplement the 
earnings, the “ C ” Stock holders would have no 
cumulative claim upon the Board’s future earn- 
ings or resources. The possibility of an addi- 
tional half per cent, was a useful fa&or in nego- 
tiation, for ordinary shareholders like to hope for 
“ something extra.” The “ C ” Stock, therefore, 
is really a modified equity Stock with a maximum 
and a recognised, but not fixed or guaranteed, 
minimum rate of interest. In difficult years this 
arrangement would place the Board in a much 
happier position than if the whole of its Stocks 
were fixed interest bearing securities. The 
arrangement was, I think, equitable all round in 
view of the nature of the shares replaced; the 
shareholders lost the right to “ limitless ” divi- 
dends if earned, but they got Stock in a monopoly 
concern. 

§ A Nafij 'Point 

The naStieSt point which I had to meet was 
that of providing some remedy for the Stock 
holders if the Public Corporation got into really 
serious financial difficulties. It was highly un- 
likely that, the Board would get into such diffi- 
culties, hut the London Passenger Transport 
Board was to have no recourse to the taxes or 
rates to make up deficits, and in such cases (see 
Port of London A&) it is not only common form 
for the Stock holders to have some remedy, but 
the Parliament of 1929-31 would certainly not 
have passed the Bill had some remedy not been 
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provided. The risk of serious financial failure 
was small. So in all the circumstances the Bill 
provided for the right to apply for the appoint- 
ment of a receiver in certain eventualities. The 
Joint Seleft Committee unwisely Stiffened these 
provisions by reducing the period within which 
a receiver could be applied for from three to 
two consecutive years of non-payment of the 
Standard rate of interest, with the result that 
Clause 38 (14) (b) and (e) read as follows in the 
Bill as amended in the Joint Scieft Committee: 

“ (14) Subj eft to the provisions of this Aft, 
transport Stock shall be issued, transferred, 
dealt with and redeemed in accordance with 
regulations to be made by the Minister, with 
the approval of the Treasury, prior to the issue 
of such Stock, or such other regulations as the 
Minister may with such approval from time to 
time by order prescribe, and such regulations 
shall provide for the enforcement of the 
security by the appointment of a receiver or a 
receiver and manager or otherwise and may 
apply for the purposes of this seftion with or 
without modifications any provisions of the 
Local Loans Aft, 1875, the Public Health Afts 
Amendment Aft, 1890, and the Afts amending 
those Afts, and of any Aft relating to Stock 
issued by any local authority: 

“Provided that regulations made under this 
section — 
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(b) shall authorise the holders of ‘ A ’ Stock, 
£ L.A. ’ Stock, or ‘ B ’ Stock respectively 
of an aggregate nominal value of not less 
than five hundred thousand pounds to 
apply to the High Court for the appoint- 
ment of a receiver or a receiver and manager 
of the undertaking of the Board in the 
event of the Board making default in the 
payment of interest on those Stocks re- 
spectively for a period of not less than three 
months ; and 

(V) shall authorise the holders of £ C ’ Stock 
of an aggregate nominal value of not less 
than five hundred thousand pounds to 
apply to the High Court for the appoint- 
ment of a receiver or a receiver and manager 
of the undertaking of the Board in the 
event of the Board failing in respeCt of 
each of two consecutive years 1 to pay in- 
terest on the £ C ’ Stock at the Standard 
, : rate for those years.” 

1 Owing to the continuance of the slump in trade, the House 
of Commons became concerned as to the ease with which “ C ” 
stock holders might apply for a receiver, and at Report Stage 
amended the Bill so as to provide that the “ default period " instead 
of being two consecutive years, shall be three consecutive years, of 
which the first shall be not earlier than the third year after the ap- 
pointed day. The stock qualification for an application for the 
appointment of a receiver has also been altered in respeft of each 
class of stock to which the clause applies, from £500,000 to 5% of 
the total amount of that stock then outstanding, which in the case 
of the “ C " Stock, on the basis of the estimated initial capital, repre- 
sents an increase from £500,000 to about £i, 200, 000. Provision is 
also made for the holding of separate meetings of each class of 
stockholders for the purpose of informing the Court whether such 
holders desire to support or oppose an application for a receiver. 
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The relatively small amount of “ T.F.A.” Stock 
remained guaranteed to the Board by the Treasury 
as it was to the old companies ; the security of 
“ A,” “ L.A.,” and “ B ” Stocks was of a high 
order and gave no concern, whilst the element of 
risk even in the case of “ C ” Stock was small 
in a great London transport monopoly. 

The alternative was to give a State guarantee. 
The Government did not wish to do this for it 
might well have encouraged a spirit of slackness 
or even recklessness on the part of the Board in 
matters of management, on the part of the 
travelling public in demanding lower fares and 
uneconomic facilities, and on the part of the 
workpeople in asking for big concessions as to 
conditions of labour; all might be tempted to 
say, “ Well, after all, the Treasury is behind us.” 
As X have shown from the Russian experience, 
this is a dangerous frame of mind. 

§ Application of the Revenues 

It- is relevant here to indicate the order in : 
which the revenues of the Board were to be 
applied. Clause 45 of the Bill as amended in the 
Joint Select Committee was as under: 

“ 45 . (1) The revenues of the Board in any 
year shall be applied in defraying the following 
charges and in the following order: 

(a) working and establishment expenses, and 
expenditure on or provision for the maiu- 
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tenance and renewal of the undertaking 
and the execution and performance of the 
powers and duties of the Board (including 
the remuneration and salaries of the mem- 
bers and officers and servants of the Board 
and payments on account of pensions, 
superannuation allowances, and compensa- 
tion to officers and servants) properly 
chargeable to revenue account; 

(b) interest on any temporary loan raised by 
the Board; 

(f) the amount to be transferred to the Tram- 
way Debt Liquidation Fund and the amount 
of any sums payable to local authorities by 
way of annual payments in respeft of the 
interest on loans raised by them for the 
purposes of transferred undertakings; 

(d) interest on the c A ’ Stock, ‘ T.F.A.’ Stock, 
‘ L.A.’ Stock, and 4 B ’ Stock respectively 
and any arrears of interest thereon in the 
order specified; 

(e) any sum becoming payable by virtue of any 
guarantee given by the Board under 
seCtion eighty-eight of this ACt; 

(j) interest for that year on the £ C ’ Stock at 
the Standard rate; and 

(g) any sums required under this ACt to be 
transferred to any sinking fund or re- 
demption fund in connection with the 
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4 A ’ Stock, ‘ T.F.A.’ Stock, * L.A.’ Stock, 
and ‘ B ’ Stock. 

“ (2) The balance, if any, arising in respect 
of each of the first two years after the appointed 
day shall be transferred to the reserve fund 
established in accordance with this Ad. 

“ (3) The balance, if any, arising in resped of 
any subsequent year shall, subjed to the repay- 
ment to the reserve fund of any sum which may 
have been transferred from that fund and 
applied for the purpose of defraying the charge 
mentioned in paragraph (J) of sub-sedion (1) of 
this sedion, be applied up to one moiety thereof 
to the payment of additional interest for that 
year on the ‘ C ’ Stock at a rate not exceeding 
one-half of one per cent., and the residue of the 
said balance shall be transferred to the reserve 
fund established in accordance with this Ad.” 

§ Cash or Stock ? 

I have set out fairly fully the financial scheme 
of the London Passenger Transport Bill because 
it is a concrete and pradical illustration of the 
method of compensation which I tend to favour, 
applied to the circumstances of highly complex 
transadions. So far I have dealt with anticipated 
criticisms from Socialists rather than anti- 
SocialiSts. The curious thing is, however, that 
whilst the Socialist who most retains his pre-war 
orthodoxy manifests the greatest degree of shock 
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among those of Socialist views, his prejudice in 
favour of compensation by cash payment was 
shared by the most difficult of all the undertakings 
with which I came into conflict, namely, the 
Metropolitan Railway. There is no virtufc in 
cash purchase from the Socialist point of view, 
for if the State were to pay in cash it would mean 
that the State would have to float a loan and 
issue Government Stock in order to raise the 
money. There is no more wickedness in issuing 
Transport Stock than in the Chancellor of the 
Exchequer issuing Government Stock; the real 
difference being that in the case of the Govern- 
ment Stock the capitalists would be guaranteed 
their interest, whereas in the case of Transport 
Stock they were not so guaranteed. 

The Metropolitan Railway, however, were also 
great people for cash compensation. Their view 
was that we were taking the Metropolitan Rail- 
way without the consent of its proprietors and 
that it would be unprecedented and unjuSt to 
impose compulsory purchase without giving 
the proprietors the option of cash instead of 
Transport Stock. They obviously regarded the 
financial scheme as revolutionary and con- 
fiscatory. I replied that all the proprietors of 
the Metropolitan Railway had then got was 
paper representing Stocks or shares in a rail- 
way which was not doing very well; that the 
new Board was going to cancel their present 
paper and give them in its place paper with the 
same (or rather better) earning power behind 
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it. They had not got cash now; they had no 
State-guaranteed rates of interest now; and in 
this regard they would be no better and no 
worse off under the new order of things, except 
that* they would own Stock in a better under- 
taking. The case before the transfer would be 
that if the proprietors wanted to turn their paper 
into cash they would have to sell their paper for 
what they could get, and they would be in pre- 
cisely the same position with regard to London 
Passenger Transport Stock, with this qualification, 
however: that they would then hold Stock in a 
consolidated, public monopoly, under the direc- 
tion of a Board which the Minister was directed 
to appoint on grounds of competence and ability. 
I could never get Lord Aberconway, the Chairman 
of the Metropolitan, to see the justice of the 
matter, however, for he was as orthodox and 
old-fashioned in his ideas of nationalisation as is 
Mr. Maxton himself, as far as I can follow the 
somewhat uncertain views of Mr. Maxton in 
these days ! I suspeft, however, that Lord Aber- 
conway was constitutionally averse to being per- 
suaded by a Socialist Minister, and that juSt as 
some Communists like to prove that they are 
genuine class-conscious proletarians by keeping 
their hats on when putting a question at a public 
meeting, so my noble friend the enemy, Lord 
Aberconway, wanted to prove to his noble 
friend. Lord Ashfield, who had come to terms 
with me, that of the two of them. Lord Abercon- 
way was the pure, unadulterated class-conscious 
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capitalist, and that Loid Ashfield had submitted 
to the blandishments of that Socialist fellow, 
Mortison! I have these suspicions of prejudice 
because since I left office with the Metropolitan 
Railway Company’s declarations ringing in* my 
ears that they would accept nothing short of 
a cash option, they have now accepted Stock, even 
though it be Stock carrying a conditional guaran- 
tee by the main line railways. 

The main line railway companies whose subur- 
ban traffics are gravely imperilled by the existing 
competitive chaos were anxious for the Bill to go 
through, and so they came to the rescue by 
guaranteeing that the Metropolitan proprietors 
should receive from the new Board certain 
minimum rates of interest for twenty-five years. 
This will not be guaranteed by the Board, but 
by the railway companies. Still, if they will for- 
give me rubbing it in, the Metropolitan pro- 
prietors are to receive paper and not cash. 

§ The Problem of Interest Charges 

The only remaining point with which I need 
deal is the question of the liquidation of capital 
and the financing of new capital expenditure. It 
should be a general provision in schemes setting 
up Public Corporations that a sinking fund be 
established to which annual contributions shall 
be made so as to redeem Stock over a period of 
years. The Stipulations with regard to such sink- 
ing funds may vary according to the nature of the 

277 


SOCIALISATION AND TRANSPORT 

undertaking and the problems with which it is 
faced. It map be that the sinking fund will be 
built up by fixed contributions oyer a period, of 
years, or that the contributions may be varied 
with the consent of the Treasury or other appro- 
priate State department, or that for the first five 
or ten years no sinking fund contributions need 
be made. But I conceive that in all cases a maxi- 
mum period for redeeming the Stock or repaying 
loans will be Stipulated, although suspension 
may be allowed with the consent of the Treasury. 
The number of years allowed will vary according 
to the probable life of the particular asset in the 
case of borrowings for a specific purpose, and 
according to what is financially practicable with- 
out over-burdening the consumers or the users 
in the case of the initial capital of the undertaking 
as a whole. The burden of interest is objection- 
able from the Socialist point of view; it is, there- 
fore, desirable that the Board should not need- 
lessly borrow for new capital expenditure, but 
where practicable or equitable apply surplus earn- 
ings by retaining them in the business for 
capital development. For this purpose a reserve 
or other appropriate fund would no doubt be 
provided. 

As large-scale socialised industries become the 
rule rather than the exception and the Socialist 
Commonwealth is to some extent established, the 
annual industrial budgets may indeed provide for 
a definite proportion of the revenue being ear- 
marked for the capital fund, the aim being to eStab- 
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lisb, as fat as practicable, the general principle of 
not borrowing at interest; this will replace the 
partly illusory “savings” of the capitalist to-day. 
The extent to which this is financially practicable 
will be dependent upon the prosperity and dffici- 
ency of the respective industrial units, the deter- 
mination of a reasonable equation between capital 
and revenue accounts, and the general financial and 
economic policy of the State. Reserves beyond 
a suitable amount might be held by the economic 
department of the State as banker or investment 
board for the approved requirements of socialised 
industries generally. But that aspeft belongs to 
the chapter on “ Supreme Economic Control in 
the Socialist State.” 


CHAPTER XV 

■ Supreme Economic Control in the SociaUH State 

M any people who would strongly object 
to being regarded as Socialists may be dis- 
posed, I hope, to agree with much that I have 
already written in this book, even though they 
may dissent from the present chapter. Rejecting 
the general idea of Socialism in its wider im- 
plications, they may be sufficiently open-minded 
and realistic to consider favourably, for example, 
the policy I have advanced, for the better organi- 
sation of London passenger transport, and even 
the policy 1 have indicated with regard to trans- 
port nationally. 

I am a Socialist and my general Socialist views 
certainly influence my mind in examining particu- 
lar economic problems. Most public spirited 
people, whether Socialists or non-SocialiSls, have 
their ideals and their visions. It so happens that 
for me Socialism provides the ethical and moral 
framework of my ideals and visions as well as 
what T believe to be a sound pra£Hcal and urgently 
necessary economic policy for to-day. The high 
moral purpose of Socialism does not and mu St 
not prevent the Socialist in public affairs carrying 
a sound business head on his shoulders, nor must 
he feel it in any way a treachery to his ideals if he 
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mugt elaborate in a realistic spirit the organisation 
and management of socialised industries. The 
Socialist Minister of the future muSt try to be as 
good a man at business for public ends as the ablest 
of the capitalists or managing directors ard for 
private ends. Certainly bis mental and emotional 
outlook muSt comprise the visions, the ideals and 
the whole comprehensive policy of Socialism, for 
otherwise he might get lost in a mass of practical 
business details. But it is essential that Socialism 
should be sound public business as well as being 
healthy in its social morality. Socialism must 
Stand the double test of being ethically sound and 
economically sound; for man cannot live by 
abstract ethics alone, whilst the establishment of a 
human society that lives by bread alone — even 
though there be plenty of it — is an objeft to which 
it is not worth devoting one’s life. 

When learned Counsel appearing in opposition 
to the London Passenger Transport Bill had me 
called before the Joint Seleffc Committee to be 
examined and cross-examined on the policy of 
the Bill, some of them, I suspeft, took that course 
in the hope that it would be demonstrated that 
the Minister responsible for the Bill was a 
Socialist doftrinaire and a visionary who was 
determined to apply his Socialist code whether 
the praftical fafts of London passenger transport 
warranted it or not. They were disillusioned. 
I argued that the Bill was submitted to the 
Committee as a practical business proposition in 
the public interest, and that they should judge it 
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on its merits as such. The Bill Stood the test, and 
although the Committee made some alterations I 
did not like, it came through the ordeal of thirty- 
five days of wordy warfare between learned 
Cohns el and expert witnesses and critical exam- 
ination by a committee of Lords and Commons 
containing a two -thirds non-SocialiSt majority, 
with flying colours. If 1 am insistent that pro- 
posals for socialisation should be defended by 
Socialists on their business merits in the light of 
the general public interest, may I not ask the non- 
Socialist to judge such proposals on a similar 
basis, and not to allow his mind to be warped by 
pre-co nceived objections based on anti-SocialiSt 
slogans and catch-words used against Socialism 
as a general proposition? The Conservative anti- 
SocialiSt may objeCfc to socialisation as a whole 
but, like the Conservative Government which 
set up the British Broadcasting Corporation, he 
may believe in the socialisation of broadcasting; 
the Liberal non-SocialiSt may shrug his shoulders 
deprecatingly at the mention of Socialism, but it 
has not Stopped him from urging the socialisation 
of electricity supply and London transport in the 
Liberal Yellow Book. Publicly owned local 
transport, electricity, gas and water undertakings, 
and even Mr. Neville Chamberlain’s Municipal 
Bank at Birmingham, testify to the faCt that nearly 
all the socialisation we have so far established 
has been done by Conservative and Liberal non- 
SocialiSts. Indeed, on the Second Reading of the 
London Passenger Transport Bill I was able to 
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tease the Conservative Opposition with the plea 
that, despite their being the Party of privilege, 
they really should not claim the exclusive privilege 
of being permitted to introduce Socialist legisla- 
tion, and that they might permit this particular 
piece of Socialist work to be undertaken by a 
Socialist Government! 

If we forget for the moment that in these 
matters the Conservative Party appears to become 
less and less enlightened as the years pass, it 
would appear to be the case that the more open- 
minded non-SocialiSt rejects Socialism as a whole 
but permits himself to consider socialisation 
where the particular circumstances of the case 
warrant it, while the Socialist, who believes in 
Socialism as a whole, realises that he must estab- 
lish the public business case for each piece of 
Socialist economic reorganisation he undertakes. 

The views I have expounded in this book so 
far will, I hope, win the general concurrence of 
moSt Socialists and a good many non-SocialiSts, 
but 1 shall be greatly surprised, and possibly a 
little disappointed, if it does not receive criticism 
from both Socialists and non-SociahSts. The 
anti-SocialiSt criticisms will be on general and 
familiar lines. Certain of my Socialist friends, 
however, besides being temperamentally averse to 
my insistence throughout on the importance of 
the practical business aspects of socialisation, 
may justly point out that the socialisation of 
particular industries will not end unemployment 
and will not automatically provide that the 
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socialised industries will substantially reduce the 
hours of labour and increase the wages of the 
workpeople employed in them; and that in the 
day to day affairs of the undertaking of the Public 
Corporation the workmen will Still receive orders 
from and will not be able to give orders to those 
who are in positions of managerial authority. With 
the last point I have dealt in Chapter XIII. This 
last chapter is added in order that the other by 
no means irrelevant considerations may be dealt 
with. 

§ Benefits of Socialisation 

The benefits which I anticipate from individu- 
ally socialised industries may be summarised as 
follows : 

That the industry itself will be more effi- 
ciently and economically conduced; 

Consequential advantages will follow to the 
public, of which it must never be forgotten that 
the workman in the industry is a member; 

That the quality of service will tend to 
advance and the prices charged tend to fall; 

That the degree of exploitation by financiers 
will be limited and the relative amount of 
interest bearing capital progressively reduced; 

That socially necessary but, narrowly re- 
garded, unprofitable particular services or 
pieces of work may be carried on by a Public 
Corporation aiming at public service which 
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would not be looked at by a profit seeking 
capitalist undertaking; 

That the security and Status of the work- 
people employed will be greater because the 
shocks of destructive competition wilf be 
avoided; 

That the workpeople will share in the 
economic advantages brought about by the 
co-ordination and greater efficiency of the 
consolidated undertaking, due regard being 
had to the rights of the consumers and users, 
to the sound financing of the undertaking 
itself, and to the interests and position of the 
workers employed in other industries or under- 
takings, including those which are Still con- 
duced as capitalist enterprises ; 

Trade Union organisation and the process 
of collective bargaining will be more securely 
established; 

The opportunity of filling directive poSts 
will be more open to the able workman who 
Starts below; 

And for everybody the industry will be 
lifted above the gamble with life and money 
involved in capitalist competition. f 

These are great advantages and there are no 
doubt others. They are not to be scorned. The 
work done even to this point is well worth 
doing. But I entirely agree that we shall not 
have reached the promised land. Indeed it might 
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be that in the case of those industries which are 
very much open to the ill-effcfts of general world 
competition and disorganisation, efficiency may 
only he purchased at the price of recognising that 
thaf industry is not likely again to employ as 
many workers as it nominally employed (with 
a large proportion of them under-employed 
or unemployed) under capitalist conditions. For 
unemployment there must be social responsibility. 
But even so, things are not worse. MoSt of the 
advantages I have indicated will obtain. If the 
industry had been allowed to drift on a competi- 
tive capitalist basis, in due time it would either 
have been reorganised into a capitalist trust run 
ruthlessly for private profit or would have de- 
cayed into disintegration. It is no defence for the 
inefficiency of capitalist competition to claim that 
it employs and under-employs a larger number of 
workers than the same industry would under 
an efficient Public Corporation. But in the case 
of industries like transport, eleftricity, and min- 
ing, it is highly unlikely that even these dis- 
advantages will accrue; on the contrary, owing 
to extensions and developments and the creation 
of ancillary industries from by-produ£ts and so 
on, it is likely that, as a whole, those industries 
will maintain or increase the number of workers 
employed. 

What the Socialist critic I have anticipated really 
means is that the full advantages of Socialism 
cannot be obtained until Socialism is fully estab- 
lished. With that I entirely agree. One of the 
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mo§t forceful Socialist indictments of capitalism 
is that it gives us no oversight of the economy of 
the nation or of the world as a whole. Our 
unemployment problem is grave; the extremes 
of riches and poverty are a disgrace; the Eco- 
nomic insecurity of the working and middle 
classes is a torture: but in view of the lack of 
general economic direction and control the 
wonder is not that things are as bad as they are, 
but that they are not very much worse. If we 
continue to allow our economic activities to drift 
in the present unrelated way, things may very well 
become much worse than they are. A Socialist 
Government, whether it has the ill-fortune that 
I had in the case of the London Bill to proceed 
with separate hybrid Bills, or whether it socialises 
by Orders in Council under a general enabling 
Statute, will have to proceed industry by industry 
and service by service even though several 
Ministers are dealing with a number of industries 
at the same time. There is no Socialist more 
in a hurry about the establishment of Socialism 
than I am, but I want socialisation to be soundly 
conceived, well planned, and to achieve that 
success which will be a good advertisement and 
not a bad one for the Socialist idea. Things that 
might check and muddle socialisation are the 
insufficient education of public opinion, the 
irrational exposition or defence of Socialism, 
cl ums iness, weakness, cowardice or sloppiness in 
dealing with the interests concerned in die social- 
isation proposals, and such insufficient attention to 
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business detail that socialisation is not unreason- 
ably judged by the public to be a failure rather than 
a success. The policy of putting fully competent, 
public spirited people in charge and giving them 
thek head muSt be applied if we are to avoid that 
kind of failure which could bring Socialism into 
disrepute for a long time. But sensible, business- 
like and administratively clean-cut as a Socialist 
Government mu§t be if it is to succeed, it mu ft 
also have at the back of its mind the big thing at 
which it is aiming, which is the complete mastery 
by the nation of its economic resources and their 
management and disposal in the interests of all 
its citizens, together with the ethical idealism 
which becomes practical on that basis. 

For me, this bigger idea of Socialism is not a 
mere vision of the future : it is a policy for to-day. 
I hope the electors will be so determined in the view 
that it is the predominant duty of Governments to 
bring economic order out of chaos, that they will 
judge the Socialist Governments of the future, 
not on how much public money they have raised 
and disposed of in grants, allowances, and cash 
benefits for the purpose of palliating capitalism — 
though social reform muSt occupy part of our 
time — but on how many industries they have 
successfully socialised. We need not worry about 
getting every toffee shop and boot repairer’s in 
the back Streets socialised; from the point of 
view of the real economic problem they are 
neither here nor there. But the full healing 
powers of Socialism cannot be applied until all 
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the large industries and services ate planned and 
organised for social ends and the people, through 
the appropriate political and economic organs of 
the nation, are made the masters and not the 
slaves of material wealth. In the end that dodrine 
must be applied to the world as a whole. Sooner 
or later world economic and political organs 
must in certain respects be supreme over national 
ones. But although I have taken unto myself the 
luxury of writing this chapter under the title of 
Supreme Economic Control in the Socialist State, 
I am not here planning the economic organisation 
of the World State. 

§ A Modernised Board of Trade 

Let us now, therefore, try to get a broad idea 
of the supreme economic and business organisa- 
tion of the Socialist State for which the Labour 
Party Stands. It can only be a broad idea. I have 
already done my spot of work in this book by 
attempting to work out — imperfectly, I am sure— 
the Structure, organisation, and functioning of 
those Public Corporations which will, I believe, 
condud the affairs of many particular industries. 
In any case we do not know enough to be as de- 
finite and detailed about the, wider and more 
general problems as I have been in relation to 
more particular problems, and we shall not know 
enough until the socialisation of a number of in- 
dustries has brought us, possessing the greater 
knowledge gained in pradical work, to the very 

289 u , 


SOCIALISATION AND TRANSPORT 

threshold of the organisation of the Socialist 
State as a whole. Subject to these reservations, 
asserting my absolute right to vary the views 
here expressed, and in no way committing the 
Labour Party, I will sketch out what I conceive 
to be the broad outlines of a practicable plan, 
without complicating my task by speculating 
about fundamental changes in our general 
political and Parliamentary Structure. 

As with national finance, so with the national 
economic policy of a Socialist State, the Govern- 
ment must be closely and vitally concerned. The 
Government is the supreme political organ of the 
State, subjed to its responsibilities to Parliament 
and the electorate, whilst the socialised eco- 
nomic undertakings will be responsibly conducted 
by their managements, subject to the specific 
reservations I have indicated, and will enjoy a 
very wide measure of managerial freedom, the 
economic policy of the nation as a whole must 
be a matter of close concern to the Government 
and to the representatives of the citizens in 
Parliament. There will, 1 imagine, exist a modern- 
ised, alert, and well organised Board of Trade — 
possibly Styled the Ministry of Public Economy, 
a public economy very different from the destruc- 
tive muddle-headed notions which sail under that 
name in the minds of reactionaries at the present 
time. But I have no objection to its continuing 
to be called the Board of Trade, for I was not 
one of those who thought that labelling the old 
Local Government Board the Ministry of Health 
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would of itself reduce the death rate. The Board 
of Trade or Ministry of Public Economy will 
be Staffed by civil servants, accountants, and 
technicians, who will have had not only a good 
general education, but will possess sound, public 
spirited, economic minds. It may be that many 
of them (by a process of seconding) will go in 
and out of the Public Corporations and other 
publicly owned undertakings in order that they 
may have practical experience of industry, 
although the adaptability of the British Civil 
Service almost makes one believe it to be capable 
of anything. Both the Staff and the Ministers of 
the department must be independent and have 
no allegiance to any particular industry; they 
muSt be impartial, but understanding; objective, 
but not unsympathetic in considering the prob- 
lems of all industries in relation to the economic 
problems of the nation as a whole. 

This department will be the instrument of 
measurement and publicity. If an industry is 
hiding its light under a bushel, their task will be 
to uncover the light and to give the industry 
credit for its good points, if anybody in an 
industry is hiding faffs or producing tendencious 
reports, it will be their task diplomatically, but 
firmly, to see to it that the high principles of 
measurement and publicity are hilly maintained. 
The department will have behind it a great tradi- 
tion of honourable dealing, courage, and scien- 
tific accuracy in the handling of faffs. If that 
tradition is well maintained by its officers and its 
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Ministers, and insisted upon and rejoiced in by 
the public at large, it will exercise great and 
justifiable authority in the realm of economic dis- 
cussion. This department will be the industrial 
eyes 5 and ears of the Government and of Parlia- 
ment, It will aim at knowing all there is to be 
known in relation to the functions which it has 
to discharge. In the selection at that time of the 
President of the Board of Trade — who may come 
to be called the Minister of Public Economy— 
the greatest care should be exercised to obtain a 
person of courage, balance, business judgment, 
ta£fc and determination; though, even if he does 
not come quite up to these Standards, the Civil 
Service will probably keep him right ! For a Strong 
and wise Minister will use his civil servants and 
keep them to his lines of policy, whilst a weak 
Minister will be kept on reasonably sound, if per- 
haps somewhat unimaginative, lines by the civil 
servants ; I say a little unimaginative because they 
muSt be careful about taking risks . This State De- 
partment will get together, analyse and collate the 
economic budgets of all the socialised industrial 
undertakings. These undertakings will be varied 
in character, for they will include the Public 
Corporations, State department economic under- 
takings such as the Post Office, and account muSt 
be taken of the substantial measure of control 
which may possibly be imposed upon the 
trading undertakings vested in the municipalities 
and the consumers’ Co-operative Movement, 
both of which are organs of socialisation. The 
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industrial relationship of the Minister of this de- 
partment will not be the same as that of the 
Minister who is associated with specific industries 
bp appointing their Boards or being answerable 
about their work in Parliament: he wilT be 
“ above the battle ” of the individual under- 
takings, for he is concerned with the general 
economic policy of the State. 

§ The Economic Council 

It is probable that some sort of Economic 
Council will be established, very different in its 
funftions and much more definite in its Status 
than the present Economic Advisory Council 
appointed by the Prime Minister. It will not be 
executive: in this realm of high policy the 
Government must be answerable to the people, 
though the Government must proteft itself in 
every possible way against the illegitimate pres- 
sures even of the socialised industries of a 
Socialist society. The Economic Council will, I 
conceive, include representatives of the Public 
Corporations, Finance, the Local Government 
Associations, the Co-operative Movement, and the 
Trades Union Congress. It might have its own 
secretariat, but I incline to the view that it would 
be best for its secretariat to be drawn from the Staff 
of the Board of Trade or Ministry .of Public 
Economy in order that the principles of measure- 
ment and publicity may be kept present in its 
mind, and in order that there shall be a liaison 
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between it and the State department to which its 
work will be related. The Economic Council 
should freely confer, debate, and make recom- 
mendations as to the general economic policy of 
the nation. It might perhaps meet by itself with- 
out Ministers when it liked, but at regular periods 
it should certainly meet under the chairmanship 
of the President of the Board of Trade or Minister 
of Public Economy, the Ministers of departments 
having economic funftions also being present. 
The agenda would be accompanied by appro- 
priate reports giving the faffs about the prob- 
lems to be considered, thus again applying the 
principles of measurement and publicity. Though 
quite properly not enjoying any Status of su- 
premacy over the Government, the Economic 
Council would be a very important body for it 
would include among its numbers some of the 
ablest minds concerned with the praftical manage- 
ment and direftion of industry and the organisa- 
tion of labour. As the known faffs would be 
openly ptoduced, the trading undertakings them- 
selves having the right to bring up reports, the 
discussions would be built upon very solid 
foundations. We should thus arrive at the highly 
desirable State of affairs that, whilst the President 
of the Board of Trade or Minister of Public 
Economy was top dog, he would be meeting 
men of great industrial ability, also engaged in 
the public service, at consultations where all the 
cards were on the table. 

The Minister would be responsible for present- 
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ing to Parliament the economic Budget of the 
State, juSt as the Chancellor of the Exchequer 
is responsible for presenting the financial Budget. 
As the capitalist interests would be either non- 
existent or small and well-controlled in * the 
Socialist State, the deep mysteries and secrecies of 
the present financial Budget would not have the 
importance attached to them that is attached to 
them at Budget day now, except on occasion 
in relation to foreign competition. Before he 
produced his economic Budget to Parliament—- 
which, by the way, might be a Budget for a period 
of years with an annual report or review — the 
Minister and his economic ministerial colleagues 
would have argued matters inside out in the 
Economic Council, so that before the Parliamen- 
tary discussions were reached differences on 
secondary and detailed matters, and many pri- 
mary matters, would have been cleared away and 
there would remain for debate the outstanding 
points of high policy and those differences of 
principle between political parties or schools of 
thought. But the great thing is that the faffs 
would be there; indisputable, inexorable fads. 
That in itself would put a Stop to much of the 
empty-headed talk and conje&ure which dis- 
graces Parliament at the present time. 

§ Man: The Matter of Material Things 

The economic Budget would set out pro- 
grammes of capital development for the various 
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industries and the broad finances of the economic 
undertakings, each undertaking publishing its 
periodical report, including its audited financial 
Statements. Decisions would be made as to the 
allocation of capital to the various industries 
and the contribution of the industries to the 
national economic capital funds as a whole; for 
we shall not go on for ever floating loans upon 
the market and paying interest to rentiers which, 
after all, muSt in any case be produced by the 
labour of hand and brain. Besides, the rentiers 
will Steadily decrease. The Socialist State may 
not for some time entirely succeed in, but it will 
aim at, accumulating its capital requirements out 
of the produce of industry annually or over a 
period of years. Thus there will be presented to 
Parliament a comprehensive, but adequate, pic- 
ture of the nation’s economic position, so that 
it may judge intelligently as to how much of the 
product o-f labour can be returned direCtly to 
labour, how much to the capital fund, and the 
proportion of the pro duffs of industry which 
should be allocated to the general expenses of the 
political State, to education and the social ser- 
vices, to the maintenance of public amenities, 
and to other purposes. Costs of production will 
be revealed to the light of day and the community 
will know generally what hours of labour are 
necessary in order that it may get its living, what 
rewards can be paid to labour, and what portion 
of the produft can be set aside for capital develop- 
ment, for non-economic services, and so on. 
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The inventor who enables the productivity of 
labour to. be increased will be blessed by all, and 
not least by the industrial workers: for instead 
of throwing them out of employment as he may 
do or as they think he does under capitalism*, his 
invention will enrich the nation and enable con- 
sideration to be given to the reduction of the 
hours of labour or a higher Standard of remunera- 
tion for labour, or an extension of the social ser- 
vices and public amenities. Through the Eco- 
nomic Council and the Board of Trade or Ministry 
of Public Economy, the Socialist State will have 
achieved the scientific mastery of man over the 
resources which nature has given us and the 
scientific inventions which the mind of man has 
produced. The undignified competitive scramble 
for bread and butter will have ceased; the cheat- 
ing of one’s fellows in business will no longer be 
a recognised part of the game. 

Publicity and measurement will quickly reveal 
the efficient and expose the slacker and the 
incompetent. Capitalism’s direft encouragement 
of the individual from birth upwards to be 
selfish and to rise at the expense of others will 
have gone. And although human nature will 
not be perfed (anyway, I am tempted to hope 
not), the social forces of economic interest and 
a developing general public spirit in industrial 
affairs will encourage men and women to deserve 
honour and diStinSion in serving the common- 
weal instead of making personal advantage the 
objeft of life. 
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PASSENGER TRAFFIC IN GREATER LONDON 
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